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"South Boat Quay, on the Singapore River—two blocks from a Bank of America branch 


Man-on-the-spot...in Singapore. You'll find his offices on 
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How To Say “Yes” When 
You Really Mean “No” 


Have you ever found yourself with a situation you wanted 
to support to the fullest but the applicant’s requirements 
exceeded his true qualifications? 


There’s one way you can accede to the request without 
in any way going beyond your normal limitations. Simply 
call on Commercial Factors Corporation. We will either 
fulfill the requirements in total, or participate with you 
in a variety of ways. 


In this way the client’s needs are met without delays or 
embarrassment to any party. Moreover, you yourself 
retain the client’s good will and a mutually profitable 
arrangement is developed. 


Our plans include old line factoring, non-notification 
factoring, accounts receivable financing and other ar- 
rangements tailored to the needs of each situation. 


For details on our continuing relationship with banks 
write for our free booklet, “How and When Your Bank 
May Profitably Recommend the Services of Commercial 
Factors.” Address your letter to Walter M. Kelly, President. 


Commercial Factors Corporation 
One Park Ave., N. Y. 16, N. Y. » MU 3-1200 


Established 1828 





From Where We Sit.... 


The Agricultural Dilemma 


Dilemma: 2. A choice or a situation involving choice, especially in actions, between 


equally unsatisfactory alternatives. 


MONG the panel discussions which comprised the bulk 
of the program of the University of Chicago’s Ninth 
Annual Management Conference was one entitled 

“The Agricultural Dilemma.”* It was obviously well 
named, for every remedy for our agricultural ailments 
that came up for discussion proved to be politically im- 
possible to just the extent that it might have been eco- 
nomically workable. 


The panelists did a thoroughgoing job of describing 
the components of the over-all problem which seemed, 
by and large, to consist of too much production by too 
many people using too many “inputs” and too much 
capital. There was general agreement that the various 
surplus disposal programs offered little prospect of 
affording an appreciable measure of relief. 

Domestically, said the participants, we are consuming 
agricultural products at something like capacity. In- 
creased distribution for relief purposes would have the 
effect of displacing grocery store sales and otherwise 
disturbing normal food trade channels, but would result 
in little if any increase in the consumption of food. 


Endeavors to export were hamstrung in considerable 
measure by the same factors. Much had been done to 
relieve actual hunger abroad by sales under the provisions 
of Public Law 480 and by outright gifts to impoverished 
and starving people throughout the world, but even 
these efforts were shackled by trade considerations of 
one kind or another. 


The recent election was cited as positive proof that 
the farmer would not accept compulsory controls; but 
it appeared to be equally obvious that a really effective 
program of voluntary controls was hardly to be ex- 
pected as Iong as the Government continued to hold out 
strong incentives to produce. One panelist had asked 
a large grower how much it cost him to produce a bushel 
of corn, and the answer was 47c. In arriving at this 
figure, the farmer had placed the value of the land in- 
volved and the annual cost of fertilizer applied at 
$350.00 and $45.00 per acre, respectively. 


Also mentioned was the fact that the Government has 
been paying some $250 million per year to farmers co- 
operating in the soil conservation program, with the 
result that the productivity of our agricultural plant 
has been greatly increased at a time when that same 
Government was making huge outlays in other direc- 
tions with a view to bringing about an urgently needed 
curtailment of production. 

An inquiry regarding the political popularity of this 
sort of thing, notwithstanding the constantly shrinking 
relative numerical strength of the American farmer, 
*Participants were Ernest T. Baughman, vice president of the Federal 
Reserve Bank of Chicago, George Brinegar of the University of Illinois, 


Earl Butz of Purdue University, and James H. Lorie of the University of 
Chicago. 


—Webster’s New International Dictionary. 


elicited a reply to the effect that it is not the farmer 
alone who is concerned with agricultural practices and 
prices; that other members of the agricultural commu- 
nity, including many of the business establishments 
looking to the farmer customer for at least some part 
of their sustenance, joined with him in bringing their 
political influence to bear on issues of mutual concern. 
Cited in this connection as an example of one of the 
more powerful Washington lobbies was the Limestone 
Institute. 

So if the dilemma remains a dilemma, it is only be- 
cause there has been no real attempt to resolve the 
problems involved in anything other than terms of im- 
mediate dollars and cents benefits. As was pointed out 
in the course of the discussion, we have here a struggle 
between economics and politics as practiced by the 
candidate for office whose one and only objective is his 
election to and continuance in public office. And that, 
it seems, is a fact of life in this land of the free, as it is 
presently constituted, that it is utterly futile to deny. 


There is only one ultimate answer: An electorate that 
is able and willing, on the whole, to do an objective job 
of applying elementary economic principles to the 
problems confronting us and to be guided in the appli- 
cation of those principles by a due regard for considera- 
tions of fairness all around. Upon our arrival at this 
point in the development of our capabilities for self- 
government depends not only the solution to our agri- | 
cultural problem but our survival as a free people. 
What is happening in agriculture is only a symptom of 
a malaise afflicting our whole social and economic fabric. 


Says John W. Gardner, president of the Carnegie 
Foundation, in a splendid new book entitled Exzcel- 
lence, ‘‘Free men must see their goals at two levels— 
the level of the individual and the level of society. . . . 
Such societies do not simply grow by themselves. They 
will grow—and they will survive—only if free men give 
devoted attention to the welfare of their society. ... 


“The idea for which this nation stands will not sur- 
vive if the highest goal free men can set themselves 
is an amiable mediocrity.” 

And it would appear that we have displayed little 
more than an amiable mediocrity in our handling not 
only of our agricultural problem, but that, as well, of 
the many others in which considerations of immediate 
personal profit play an unduly large part. 
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Right Principles Stay Right! 


Conservatives are and have been 
of many creeds and faiths, but they 
tend to share a common attitude 
toward moral law. They tend not to 
believe that man is the measure of 
all things or that force and appetite 
are the ultimate realities. Nor do 
they believe in the unlimited perfecti- 
bility of man—even when man’s per- 
fectibility is one of the goals of a 
planned economy constructed—sta- 
tistically—immaculately. For they are 
aware that man, like the Almighty, 
must also achieve his ends through 
imperfect human beings; and some- 
times they question whether mankind 
has the same skill, or even the same 
ends. 


This means that conservatives are 
prone to believe that principles of right 
and wrong do exist, exterior to the 
mind and desires of men. Furthermore, 
they are likely to be explicit that these 
principles are not subject to change 
by popular vote, no matter how large 
the majority, nor by the Supreme 
Court, nor by the advance of scien- 
tific knowledge, nor even by the 
ADA. Like many anthropologists, and 
even some psychiatrists, they believe 
that society disintegrates when all 
taboos are removed, when veneration 
disappears and when there is no 
longer any sense of sin. 


In the conservative view, the test 
of the good society is not how much 
the economy produces, nor how its 
fruits are distributed. Neither the 
materialism of the Marxists and the 
neo-Marxists, nor the distributive 
justice of the egalitarians is the touch- 
stone. No, the crux is, as it has always 
been, the relation of the individual to 
the state... . 

—From an address by Dean Charles C. Abbott of 
the Graduate School of Business Administration of 
the University of Virginia entitled “Man in the 
Economy of the Sixties,” a copy of which came 
to Bankers Monthly Magazine through the courtesy 
of J. Harvie Wilkinson, Jr., President, State- 


Planters Bank of Commerce and Trusts, Rich- 
mond, Va. 
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WHO is at work on a satellite system for global telephone and TV transmission? 


WHO provides the communications channels for America’s missile defenses? " 


WHO is girdling the globe with communications for America’s first man into space? 









WHO tapped the sun for electric power by inventing the Solar Battery? 


WHO used the moon for two-way conversations across the country? 
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WHO guided Tiros and Echo into accurate orbit? 







WHO made your pocket radio possible by inventing the Transistor? 









WHO maintains the world’s largest, finest industrial research facilities? 


WHO supplies the most and the best telephone service in the world? 







WHO has the UNIVERSAL communications organization? 







THERE’S ONLY ONE ANSWER TO ALL TEN QUESTIONS 


BELL TELEPHONE SYSTEM 


Pioneering in outer space to improve communications on earth 













INNOVATIONS 


For Company Treasurers 

In a move designed to attract in- 
terest-conscious funds of domestic 
corporations, most major New York 
banks—led by First National City- 
last month began offering negotiable, 
interest-bearing certificates of deposit 
in units of $1 million. Leading banks 
in Chicago and elsewhere apparently 
are following suit. Meanwhile, some 
security dealers are planning to es- 
tablish a national market for trading 
in the new certificates. 


Heretofore, large banks—with seve- 
ral notable exceptions—have been 
unwilling to pay interest on time de- 
posits of domestic corporations be- 
cause they feared it would simply lead 
to a corresponding reduction in de- 
mand deposits. But apparently this is 
now a lesser consideration than the 
widespread corporate policy of em- 
ploying excess funds in Treasury bills 
and other open market paper. In- 
terest-bearing certificates of deposit 
are the banks’ answer to this com- 
petition. 





Flexible Rates. Rates placed on new 
certificates as they are issued will 
be determined on a day-to-day basis 
in line with money market conditions. 
They are subject, however, to the 
maximums imposed by the Federal 
Reserve Board’s Regulation Q (i.e., 1 
per cent on deposits under 90 days, 
21% per cent on 90-day-to-six-month 
deposits, 3 per cent on deposits for 
six months or more). Thus in relation 
to prevailing bill rates, only the long- 
er maturities appear attractive right 
now. 


However, some liberalization of 
Regulation Q with regard to time de- 
posits is possible. New York City 
banks have long urged that the in- 
terest ceiling on foreign time deposits 
be raised. Now, there are indications 
the argument may be extended to 
include the rate limit on time deposits 
of domestic corporations as well. 


INSTITUTIONS 


Engagement Announced 

Still another change in New York’s 
fast-changing banking picture was 
proposed last month: subject to the 
approval of shareholders and the 
Comptroller, First National City Bank 
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THE TOP OF THE FINANCIAL NEWS 


will merge National Bank of West- 
chester, second largest in that pros- 
perous suburban county. 


This is the latest in a whole series 
of bank expansion moves in New 
York. Just a month earlier, 1) Manu- 
facturers Trust “Co. and The Hah- 
over Bank announced merger plans, 
and 2) Morgan Guaranty Trust Co. 
said it would affiliate with six major 
upstate institutions under a new 
holding company (BANKERS MONTHLY 
MAGAZINE, Feb. 15). 


Change of Partners. A few years 
ago, First Natjonal City was linked in 
holding company plans with The 
County Trust Co., Westchester’s big- 
gest bank, but the deal was blocked 
by the Federal Reserve. Since then, 
County Trust has hooked up with 
Bankers Trust Co. in a similar pro- 
posal (BANKERS MONTHLY MaAGaA- 
ZINE, Oct. 15, 1960). 


National Bank of Westchester has 
assets of $237 million. Headquartered 
in White Plains, it operates 22 branch- 
es throughout the county. First Na- 
tional City and its affiliate, First Na- 
tional City Trust Co., show combined 
assets of $8.8 billion. 


Share Data. The merger terms call 
for the exchange of one share of First 
National City for each two shares of 
National Bank of Westchester held 
after payment of a 4 per cent stock 
dividend this month. This means the 





FNCB’S JAMES S. ROCKEFELLER 
Into the suburbs. 


number of First National City shares 
outstanding will be increased by 571, 
939 to 13,056,739. Near month’s end, 
First National City stock was 85 bid, 
and National Bank of Westchester 
was 3714 bid. 


In a formal statement, James S. 
Rockefeller, chairman of First Na- 
tional City, said the merger proposal 
“carries forward the orderly evolution 
of the banking structure to meet grow- 
ing needs, which was one of the pur- 
poses of the modification of the state 
banking law made by the legislature 
in the Omnibus Banking Act .of 
1960.”” The latter allows New York 
City banks to open branches or merge 
banks in rich suburban Westchester 
and Nassau counties, and also permits 
formation of statewide bank holding 
companies under’state regulation (as 
well as under existing Federal regu- 
lation). 


Wedding Opposed 


The Department of Justice insti- 
tuted an action in a U.S. District 
Court late last month to enjoin the 
proposed merger of The Philadelphia 
National Bank and Girard Trust Corn 
Exchange Bank (BANKERS MONTHLY 
MAGAZINE, Dec. 15, 1960), even 
though the Comptroller of the Cur- 
rency had just approved the deal. 
The two banks immediately an- 
nounced that they would fight the 
action. 

Meanwhile, some Washington ob- 
servers predicted a similarly unsym- 
pathetic Justice Department attitude 
toward other pending bank mar- 
riages. 


Mortgage Minded 

The First Pennsylvania Banking & 
Trust Co. this month acquired the 
mortgage servicing business of Phila- 
delphia’s W. A. Clarke Mortgage Co. 
in eastern Pennsylvania and southern 
New Jersey. At the same time, West- 
ern Pennsylvania National Bank ac- 
quired the Clarke firm’s business in 
the western part of the state. 


As a result of the transactions, the 
two banks now become mortgage cor- 
respondent for the Metropolitan Life 
Insurance Co. in their respective 
areas. They also will represent other 
institutional investors. The Clarke 


company had been servicing about 
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M. & T. DISCOUNT CORPORATION 


Dealers in Prime Bankers Acceptances 


61 BROADWAY NEW YORK 6, N. Y. 


Whitehall 3-4635 





Corporations place annual report, dividend notice and institutional 
advertising in BANKERS MONTHLY MAGAZINE 1) to help assure the 
availability of financing for present and prospective needs at the 
lowest possible interest cost, and 2) to help assure a strong fol- 
lowing for the company’s securities among professional investors and 
investment advisers. 





Bank Stocks 


Our analysis of the 1960 year-end reports of a group 


of outstanding banks is completed and now available. 


A copy will be sent free upon request. 


We deal actively in bank shares and are prepared to 


buy or sell in large or small blocks at net prices. 


BLYTH & Co., INC. 


NEW YORK ¢ SAN FRANCISCO * CHICAGO ¢ LOS ANGELES ¢ SEATTLE * PORTLAND 
BOSTON * PHILADELPHIA © PITTSBURGH * CLEVELAND ¢ LOUISVILLE ¢ INDIANAPOLIS 
DETROIT * MINNEAPOLIS * SPOKANE * OAKLAND ¢ EUREKA © SACRAMENTO 
PASADENA ¢ PALO ALTO ¢ SAN DIEGO ¢ SAN JOSE ¢ PRESNO © OXNARD 


20,000 mortgages totalling more than 
$200 million. 


BUSINESS LOANS 


How Much is Too Much 2? 

The Federal Reserve Bank of New 
York has taken a hard look at the 
rapid growth in term lending to busi- 
ness by commercial banks—and es- 
pecially by the big New York City 
banks. The New York Fed finds that 
term loans now constitute more than 
half of all business loan volume at the 
NYC banks, while at other member 
banks the proportion is only about 
one-third. 


Not surprising is the importance of 
large corporations in the New York 
term-loan market, as reflected in the 
fact that the bulk of such loans (in 
terms of dollars) are extended to bor- 
rowers in basic industries dominated 
by big companies. Thus, as of Janu- 
ary, public utilities accounted for 
about 31 per cent of the total; the 
petroleum, chemicals, coal and rubber 
industries for 28 per cent; and the 
metals and metal products industries 
for about 19 per cent. 


Pros & Cons. In addition to launch- 
ing a new weekly statistical series on 
the volume of NYC bank term loans, 
the Federal Reserve Bank carefully 
weighs the benefits and the possible 
dangers inherent in the current trend. 


“Since capital expenditures by busi- 
ness are the major and often also the 
most volatile factor in the growth of 
the economy, the commercial banks’ 
ability and willingness to finance 
these expenditures is an important 
element. ... For large _ business 
firms, borrowing from banks may 
often be a quicker, cheaper and more 
convenient means or raising long- 
term funds, particularly in the five- 
to eight-year maturity range, than 
flotations of bonds or equities in the 
capital markets.” 


The Federal Reserve Bank also 
notes that in many instances term 
credit is granted to small businesses 
that lack ready access to the capital 
market. 


But, it says, the expansion of term 
loans “also entails certain draw- 
backs. ... To the extent that in- 
dividual commercial banks engage in 
the extension of long-term loans to 
business firms, they lose a degree of 
flexibility in the management of their 
loan and investment portfolios, since 
term loans are not readily ‘shiftable.’ 
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DAVID M. 


KENNEDY 4 ARTHUR T. 
Chairman a LEONARD 


CONTINENTAL President 
ILLINOIS NATIONAL CITY NATIONAL 
BANK AND BANK AND 
TRUST COMPANY | TRUST COMPANY 
OF CHICAGO : SPP cS a he PRS x OF CHICAGO 


This is a statement 
which we both are happy to sign 


... as friends, as bankers, and as Chicagoans 


As you know, the shareholders of the Continental and the City National have voted their 
approval of a merger. It is to become effective as soon as possible after the Federal agen- 
cies issue final authorization. Our hope is that a physical consolidation can take effect 
before the end of May. 


By merging our two banks, we propose to have not merely a larger bank. By com- 
bining our facilities and our trained personnel, as well as our financial resources, our pur- 
pose is to provide a banking service second to none. 


We have fine traditions behind us. We aim to honor them, and to create some new 
ones of our own, in the interest of our customers, our shareholders, and our community. 
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DELMONT K. PFEFFER 
First National City 


Furthermore, the conversion of a 
large proportion of business loans 
into term loans by the commercial 
banking system as a whole may ‘freeze’ 
these funds for prolonged periods of 
time and thereby deprive other bor- 
rowers ... of access to short-term 
funds.” 

The New York Fed’s conclusion: 
“It would be undesirable for the 
growth of the share of term loans in 
total loans to continue indefinitely.” 
But it admits there is no single yard- 
stick by which the “appropriate’’ 
amount of term lending can be 
gauged. 


EXECUTIVES 


Changes of the Month 

@ Delmont K. Pfeffer, 58, head of the 
bond division of First National City 
Bank of New York, was named a se- 
nior vice president. Mr. Pfeffer joined 
the bank as manager of its municipal 
bond department in 1934, became a 
vice president in 1942. He is a former 
vice president and governor of the 
Investment Bankers Association of 
America, and served as chairman of 
IBA’s Governmental Securities Com- 
mittee advising the Secretary of the 
Treasury on public financings. 

@ John B. Dunlap and Rodney D. 
Hargrave were elected senior vice 
presidents of First National Bank in 
Dallas. Mr. Dunlap, onetime USS. 
Commissioner of Internal Revenue 
(1951-53) and a former oil loan offi- 
cer, now heads the bank’s service and 
planning division, and Mr. Hargrave 
is a commercial loan officer. 


@ Edward I. H. Bennett, 54, was 
8 


JOHN B. DUNLAP 


First National Bank in Dallas 


named executive vice president of 
Western Pennsylvania National Bank. 
Mr. Bennett joined the bank as its 
sales manager last year, prior to which 
he was associated with Pittsburgh 


The Housing Picture 


A sound approach to the hous- 
ing question should recognize five 
points, according to Gordon W. 
McKinley of the Prudential Insur- 
ance Co. The five points, as out- 
lined before an ABA Mortgage 
Workshop last month: 


1) During the next few years, 
the demand for new housing in 
the U.S. is unlikely to average 
more than 1.35 million units a 
year. 


“2) In 1961, traditional sources 
of mortgage money will supply 
a volume of funds sufficient to 
finance 1.35 million units. 


‘*3) An attempt by government to 
push construction substantially 
above that level will either be 
unsuccessful or, if successful, will 
result in serious vacancy rates, 
widespread builder failures and 
a subsequent sharp cutback in 
output... 


4) Forced-draft residential con- 
struction will bring on again the 
upward spiral in housing costs 
and home prices, and will price 
still more families out of the new 
home market. 


5) The building industry is too 
important . . . to be used as a 
political plaything.” 


RODNEY D. HARGRAVE 


EDWARD I. H. BENNETT 
Western Pa. National 


National Bank, Sears, Roebuck & Co. 
and General Electric Co. 

@ Walter E. Van der Waag, 50, presi- 
dent of The Meadow Brook National 
Bank of Nassau County, N. Y., be 
came chief executive officer, succeed- 
ing Augustus B. Weller, 66, who con- 
tinues as chairman. A former official 
of the Federal Reserve Bank of New 
York, Mr. Van der Waag_ joined 
Meadow Brook as executive vice 
president in 1950, was elected presi- 
dent in 1957. 


FINANCIAL BRIEFS 


@ Business loans have declined about 
seasonally this year. To date, com- 
mercial and industrial loans at banks 
in leading cities are down $642 mil- 
lion, compared with a less-than-sea- 
sonal drop of $192 million in the like 
period last year. In any case, the 
416 per cent prime rate appears in 
no immediate danger. 

@ Merrill Lynch, Pierce, Fenner & 
Smith Inc. accounted for 12.7 per cent 
of all round lot volume on the New 
York Stock Exchange during 196 
and a thumping 20.2 per cent of odd 
lot volume. Nevertheless, the Herd’: 
net income slipped below the record 
1959 figure, reflecting the general 
decline in trading activity. Judging}: 
by recent share totals, however, that 
will be reversed in 1961. 

@ Collections on instalment loans 
have become a bit “sticky,’”’ accord 
ing to a survey conducted by the 
Instalment Credit Committee of they 


American Bankers Association. Bul He: 
the committee hastens to add thatg= 


the new delinquency figures are no’ 
alarming. : 
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HAMMERMILL 


SENTRY SAFETY 
SPEAKS BANKERS’. 
LANGUAGE 


ACCURATELY TRANSLATES MICR SYMBOLS 


Magnetic ink printing demands a smooth, level paper sur- 
face. Sentry Safety has it, because Hammermill has blended 
exclusive Neutracel® pulp and other premium pulps in this 
new paper. Sentry Safety assures you accurate reproduction 


of type E-13B coding symbols. 
SHOUTS “STOP!” AT CHECK-RAISERS 


Hammermill Sentry Safety gives you two-way protection, 
When commercial ink eradicator touches the paper, the 
surface design is destroyed, and a rash of warning words — 


STOP:STOP+STOP— pops out. 
AND... 





HAMMERMILL 
SENTRY’ SAFETY 
GUARDS THE BACK 


OF YOUR CHECKS, TOO 


Yes, Hammermill Sentry Safety protects endorsers also. 
The warning words—STOP-:STOP:STOP—work full-time 
on both sides. 


OFFERS YOU A CHOICE 
OF SEVEN COLORS AND WHITE 


Choose from gray, green, buff, blue, primrose, gold, pink 
and white. Ask your bank stationer for samples and more 
information. Or write to Hammermill Paper Co., Erie 6, Pa. 


HAMMERMILL § SENTRY‘SAFETY 


THE PAPER YOU CAN BANK ON 


Printed by offset on Gray, Hammermill Sentry Safety, Checkline Design. 













Washington Report 


Correspondent: Helmuth Bay 
___ NATIONAL PRESS BLDG., RM. 1104 





























You_can discount most of the new Administration's gloomy talk about the 
economy. It's designed to prod Congress into action on the Kennedy "anti-recession" 
and welfare programs. The Administration also wants to be in a position to claim 
credit for ending the current business adjustment. 

But the fact is most economists expect a business upturn before midyear— 
without stimulation from any new government spending schemes. 

Conservatives in Congress are well aware of the situation, and hence are 
determined to move slowly and carefully on the Kennedy economic program. 








You continue to hear much about tax reform, but any sweeping overhaul of the 
tax laws is at the very least a year away. Right now, there are as many different 
ideas about the tax structure as there are "experts." 

Meanwhile, the Administration and its Congressional leaders will concentrate 
on closing on certain "loopholes." The 4 per cent tax credit on dividends appears in 


particular trouble. Mandatory withholding of taxes on interest and dividends at 
the source is another pet project with many liberals. The capital gains tax could 
become a third target. 

About the only bright spot for business is possible liberalization of 
depreciation allowances. 


Most money-—center bankers and bond dealers appear less than pleased about the 
Federal Reserve Board's departure last month from its "bills only" policy of the 
past eight years (page 21). 

But few expect the open market purchases of longer bonds to reach large 
proportions, and they're not anticipating a return to pegged markets—so long, at 
least, as Fed Chairman Martin is around. 

Most regard the Fed's action as a conciliatory gesture toward the new 
Administration rather than as capitulation. 





The Federal Home Loan Bank Board, meanwhile, announced a series of actions 
designed to bring down mortgage rates. For example, it raised the limit on the 
amount a member savings and loan may borrow from its Federal Home Loan Bank to 15 
per cent of savings from 123 per cent. This is expected to make an additional 
$1 billion available for mortgage expansion or seasonal needs. 









The Justice Department appears determined to play a more active role in 
passing on bank mergers. As a starter, Justice is seeking to block the proposed 
marriage of The Philadelphia National Bank and Girard Trust Corn Exchange Bank. 

. The Senate and House Banking Committees have been occupied with distressed 
areas legislation, one of the Kennedy "musts." . . . The budget surplus of $1.5 
billion projected by Mr. Eisenhower for fiscal 1962 almost certainly will turn into 
a substantial deficit under Mr. Kennedy. 
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BURROUGHS CORPORATION ANNOUNCES 


THE B 5000, WHICH SETS NEW STANDAP, \ F 
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PROBLEM SOLVING & DATA PROCESSING 


The new Burroughs B 5000 Information Processing System is a decided 
departure from conventional computer concepts. It is marked by dramati- 
cally different machine logic and language. It thinks in the language of 
your problems. It is an integrated hardware-software package that sets: 


NEW STANDARDS OF PROGRAMMING EFFICIENCY 
The B 5000 is the first system specifically designed for efficient use of the 
problem-oriented languages of ALGOL and COBOL. It swiftly translates 
them into efficient machine-language programs, compiles at speeds 20-50 
times faster than any currently designed computers. Result: unprecedented 
savings in programming cost and time. 


NEW STANDARDS OF PROGRAM-INDEPENDENT MODULARITY 
Any B 5000 program will work with any B 5000 system configuration. It is 
possible to add memory modules, input/output units—even a functionally 
independent second central processor. Result: you ean closely gear system 
expansion to growing workloads, without time-consuming reprogramming; 


you have effective protection against obsolescence. Wf 
NEW STANDARDS OF EFFECTIVE MULTIPLE PROCESSING 

The B 5000’s normal mode of operation is multi-processing. It ean simultaneously 

process several unrelated problems, both scientific and commercial, under thi 

supervision of its Master Control Program. Programs written independently 

can be processed simultaneously. Result: minimum idle component time, 

maximum self-regulating system efficiency. 


NEW STANDARDS OF AUTOMATIC OPERATION 
The Burroughs B 5000 incorporates a complete set of operating, monitoring 
and: service routines. Its Master Control Program automatically schedules 
work and assigns memory and input/output units. Result: system idle time 
and human intervention are reduced to a mimimum—important time and 
dollar savings. 

NEW STANDARDS OF SYSTEM COMMUNICATION 
The new B 5000 features completely flexible communication among its com- 
ponents, permits simultaneous on-line/off-line operation. Any input/output 
channel communicates with any peripheral equipment and any memory module. 
Result: greater flexibility and reliability in systems use. 


NEW STANDARDS OF THROUGH-PUT PER DOLLAR 

Along with its remarkably advanced logic and language, the B 5000 offers many 
other important features. Examples: High internal speed (three microsecond 
add execution time, six microsecond memory cycle time), high speed input/output 
(reads 800 cards per minute, prints 700 lines per minute), 66 KC Magnetic 
Tape speeds, and solid state construction. This large-scale performance is avail- 
able to you in the medium-price range. Result: maximum. through-put per 
dollar for you. 

For details in depth on the B 5000 concept, call our nearby office now. Or write 
Data Processing Division, Burroughs Corporation, Detroit 32, Michigan. 

| 






Burroughs Corporation 


NEW DIMENSIONS / in electronics and data processing syst 
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Our man in charge was telling us about 
it. He leaned forward, relishing the 
group’s inquisitive expressions. “There 
are,” he said, “the usual well-known 
routes. Then there is our route—some of 
us call it ‘The Phantom Route.’” 


We were waiting for him to explain 
when one of the listeners spoke up: 
“You mean we have established con- 
tact with a ghost train?” 


Our man laughed and went on. “Not 
quite, but we have developed some un- 
usual transit methods—ways of sending 
checks that you won’t find on any of 
the published timetables. 


“Here’s an example of how it works. 
For one correspondent friend we found 
that we could save time in clearing his 
cash letter by actually flying it in the 
direction opposite its destination.” He 


paused and smiled, “By doing this, 
we could make connections with a 
faster incoming plane. It meant a sav- 
ings of some two or three hours to him. 
We always look for quicker ways of 
getting transit items to us and we are 
helped considerably by the people at 
the Postal Service in doing this. 


“Pouch mail? Sure, it’s a regular part of 
the system. Making use of every clock- 
beating advantage, charting individual 
plans and the like—these add up to what 
we call ‘The Phantom Route.’” 


Of course, matching the ingenuity of 
these transportation methods is the fast 
work of our own people—in three shifts 
—around the clock. 


Bankers Trust check clearing opera- 
tions are planned to give you the earli- 
est availability of funds—regardless of 
volume. If you have a problem involv- 
ing delays in your own check clearing 
operation, why not let our route makers 
study the problem? The kind of imagi- 
nation they use has a way of produc- 
ing practical results. 


BANKERS TRUST COMPANY 


16 Wall Street, New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 

















OLD has become a byword in 

American affairs. Formerly 
. the exclusive province of econ- 
mists, international bankers and a 
landful of high government officials, 
told is today the subject of earnest 
iscussion and consideration by bank- 
businessmen, politicians, mould- 
fs of public opinion and citizens of 
lil degree. 


' This preoccupation with gold and 
‘Its behavior is more than warranted 
as our massive and persistent loss of 
| gold is a major uncertainty that 
strongly affects the outlook for in- 
terest rates and directly limits the 
government’s domestic and interna- 
tional policies and activities. That 
this gold outflow is not merely a 
minor and temporary adjustment of 
trade balances is shown by the fact 
that even with a substantial favorable 
balance of trade, over the past three 
years our monetary gold stock de- 
clined more than $5 billion. And, in 
1960 alone the U.S. lost almost a 


tenth of its remaining gold reserve. 
Seinen 


“Mr, Rodgers is Professor of Banking in the 
Graduate School of Business Administration, New 
York University. 
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Gold, much in the n news of Sie. has one 
cipal remaining function: to settle 
inal balance-of-payments deficits. 

lowever, the U. S. payments deficit has 
large and persistent, resulting in a 
rp increase in short-term liabilities to 


By Raymond Rodgers* 
Contributing Editor 


Never before has a country lost gold 
in such volume. 


Clear Symptom. Yet, this loss of 
gold is only a symptom. When one’s 
cash balance at the bank shrinks, it 
is an infallible and inescapable symp- 
tom that the family’s payments ex- 
ceed its receipts and that corrective 
action is urgently required. Similarly, 
when the gold reserves of a country 
dwindle, it is an unmistakable symp- 
tom that its payments to other coun- 
tries exceed its receipts. And even 


INTERNATIONAL WORRY 
(In Millions) 


Short-Term 
Liabilities 
To Foreigners 


U. S. Gold 
Stock 


$21,793 
21,753 
22,058 
22,857 
20,582 
1959 19,507 
1960 17,805 


*End of November. 


Year 
End 


1954 
1955 
1956 
1957 
1958 


$12,919 
13,601 
14,939 
15,158 
16,159 
19,388 
20,905* 





ecllonais and a steady drain on U ‘s. 
gold reserves. 

Following is an cnalyei or the pa 
ments problem and the many suggested 
remedies. The author holds there is but one — 
“real solution,” calls for immediate action. — 


BAN KERS National Magazine of Banking & Investments 
| THE FACTS 
ABOUT GOLD 


The Current Gold Problem . . . Causes & Cure 







with a country as rich as the U.S., if 
such a_ balance-of-payments 
deficit persists correction becomes 
just as urgent and necessary as in the 
case of the individual. 


The last time the U. S. faced a 
serious balance-of-paymenits problem 
was during the administration of 
Grover Cleveland. But from that 
time until four years ago, the world 
suffered recurring dollar shortages. 
Indeed, we were told on countless 
occasions that the dollar shortage 
was a “structural’’ one and that 
Europe and the rest of the world 
could not be expected to earn enough 
dollars to pay us for the goods, ser- 
vices and capital they had to have 
to survive. 


New Interest. The dramatic rever- 
sal of our balance-of-payments posi- 
tion, the sudden shift from dollar 
shortage and strength to dollar sur- 
plus and weakness, the unprece- 
dented continued outflow of gold and 
the rather violent gyrations in the 
price of gold on the London market 
all have created widespread interest 
in the role of gold in our modern 
economy with its managed money. 
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These changes, and the devaluation 
of the ruble in Russia have sparked 
discussion as to the desirability of 
further devaluing the dollar (i.e., 
raising the official price of gold) as a 
means of improving our balance-of- 
payments position and increasing in- 
ternational liquidity, in general. In 
the same vein, proposals have been 
made that the U. S. establish forth- 
with a free gold market and that it 
return to the gold coin standard as 
the only means of imposing financial 
discipline on the Administration and 
the Congress. 


These proposals and attendant dis- 
cussion indicate serious misconcep- 
tions as to the role of gold in the 
modern world. 


Historic Role. Under the old gold 
standard, gold was used not only in 
settling international accounts but 
also as a basis for currency and credit. 
Consequently, it set a limit on the 
credit expansion of the central bank 
and, thus, of the banking system. 
Under such conditions, the flow of 
gold to and from a country had an 
almost immediate effect on the vol- 
ume of currency and credit and on 
interest rates. 


The impact of a gold movement on 


interest rates was twofold. First, an 
outflow of gold physically reduced the 
credit base. Second, any consequen- 
tial outflow was countered by raising 
the discount rate, which in those days 
directly affected all other rates of in- 
terest. In the same fashion, reduction 
of the discount rate was used to curb 
any disturbing inflow of gold. As this 
indicates, the operation of the old 
gold standard was largely automatic 
and direct, requiring little judgment or 
“management” on the part of the 
central bank. 


Under the old gold standard, gold 
movements were determined by in- 
terest rates—primarily, short-term 
rates—by the temporary position of 
the balance of payments of the indi- 
vidual countries, and, at times, by 
government policy, if accumulation of 
gold was thought desirable. The main 
function of the central bank in those 
days was to maintain the international 
stability of the currency. There was 
no implicit obligation or statutory 
responsibility to influence business ac- 
tivity or maintain satisfactory levels 
of employment. Moreover, as the bud- 
gets of all the leading countries except 
France were balanced, there was no 
need nor obligation to assist the gov- 


UPI Photo 


Because of the heavy flow of gold from the U. S. Assay Office on Wall 
Street, bars of the precious metal are piled on the floor of the Federal 
Reserve Bank of New York, waiting to be counted, weighed and stored 
in the mesh cages belonging to foreign countries. The bank stores, free, 
the gold of 72 foreign governments, central banks, and international 
agencies. The gold is shuffled around the vault to settle debts between 
depositors. Debts are paid by one foreign country to another by re- 


arrangement of the gold bars. 


ernment in financing its deficits. 

Instead of attempting to counteract 
the effects of gold movements on the 
money market, the central bank ac- 
tually welcomed them on the theory 
that they would help rectify the eco- 
nomic imbalance involved. As a re- 
sult, an inflow of gold almost auto- 
matically caused money rates to fall; 
an outflow just as automatically 
caused money rates to rise. 

But World War I ended the inter- 
national economic and political sta- 
bility that made the old gold standard 
feasible. 


The Memory Lingers. Although the 
neat, well-ordered conditions that 
made successful operation of the old 
gold standard possible have long 
since disappeared, the magic of gold 
lingers on in the minds of some. 

Thus, there are those who insist 
that a return to the old-fashioned gold 
standard is desirable on the ground 
that it alone can impose the necessary 
fiscal and monetary discipline on gov- 
ernment. These advocates of the gold 


standard maintain that managed mon- 
ey in our welfare state inescapably 
leads to fiscal irresponsibility and in- 
flation; that it contributes to fluctua- 
tions in the economy with rapidly 
changing credit policies and interest 
rates, all of which slow real economic 
growth and make government inter- 
vention inevitable. 

Regardless of its soundness, or un- 
soundness, this is a minority view- f 
point with no chance of adoption, 
because no government today could 
survive at the polls if it permitted the 
movement of gold to determine its 
domestic economic policy. 


Declining Importance. The _ in- 
creased role of government in influ- 
encing business activity, and changed 
concepts of central banking have 
caused gold to decline in importance 
as an economic regulator. The move- 
ment of gold no longer has an auto- 
matic impact on interest rates and on 
economic conditions in countries los- 
ing or gaining gold. The central banks 
have developed techniques through 
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December 31,1960 


ASSETS 
United States Government Bonds 58,451,886 
All Other Bonds 42,502,617 
Preferred and Guaranteed Stocks . .... . 5,409,497 
73,189,571 
15,960,874 


Stock of Great Northern Insurance Company . . 5,121,371 


Common Stocks 


Stock of Vigilant Insurance Company . 


Stock of Colonial Life Insurance Company . . . 4,923,051 
ee) we ae ee ee ey et a ee 
Premiums not over90daysdue . . . .... 4,786,781 
Other Assets 


TOTAL ADMITTED ASSETS ....... 


LIABILITIES 
AND SURPLUS TO POLICYHOLDERS 


- $ 47,395,168 

36,706,866 
a ae ee ee ee ee ee 1,748,353 
ee ae ee ee ee ee oe 6,099,353 


Unearned Premiums. 


Outstanding Losses and Claims 


Funds Held under Reinsurance Treaties . . . . 4,412,719 
Non-Admitted Reinsurance . ....... 6,054,825 


TOTAL LIABILITIES . ‘ 102,417,284 


Capital Stock 13,986,828 
Ss. nai ke. 0a a ee a ee 


Unrealized Appreciation of Investments . 50,663,078 


SURPLUS TO POLICYHOLDERS . 122,645,357 


We i oa ao elk eS ee 


Investments valued at $7,666,783 are deposited with government authorities and trustee 
as required by law. 


16 CHUBB & SON INC., Manager 
f 90 John Street, New York 38, N.Y. 


rw e Ocean and Inland Marine 


Transportation ¢ Fire and Automobile « Fidelity « Surety « Casualty 
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which gold outflows and inflows can 
be counteracted when this is consi- 
dered desirable because of domestic 
business conditions. 


In the U. S., for example, it has 
been standard practice since the early 
1920s to offset gold movements 
through open market operations. 


Thus in the latter part of 1960, the 
Federal Reserve authorities continued 
to follow an easy money policy even 
though they knew the disparity be- 
tween interest rates here and those in 
the other leading financial centers 
would accelerate the flow of funds 
and gold from this country. There 
could hardly be a better example of 
the determination of modern govern- 
ments and central banks to base 
credit policy on domestic economic 
considerations—namely, the trend of 
business activity, the behavior of 
prices and the level of unemploy- 
ment—rather than on the vagaries of 
gold movements. 


Whether it be monetary policy or 
fiscal policy, most governments today 
refuse to submit to the arbitrary, and 
frequently harsh, discipline of the 
gold standard. As a result, gold can- 
not play a controlling role as an 
economic regulator; therefore a re- 
turn to the old-fashioned gold stand- 
ard is impossible. 


Vanishing Requirement. The im- 
portance of gold as a basis for cur- 
rency and credit also has declined 
sharply. Whereas under the gold 
standard central banks generally were 
required to hold a stipulated percent- 
age of gold against their outstanding 
notes, and, frequently, also against 
their deposits, such requirements are 
virtually nonexistent today. 


In England, for example, practically 
all of the outstanding currency of the 
Bank of England consists of the fidu- 
ciary issue backed by government se- 
curities, with its gold holdings amount- 
ing to only 0.013 per cent of out- 
standing notes and deposits. In Cana- 
da the gold reserve requirement was 
suspended in 1940, and today the 
Bank of Canada has no metallic cover 
against its currency and other de- 
mand obligations. (Canadian gold and 
U. S. dollar reserves are held by the 
Exchange Fund Account.) The West 
German central bank, likewise, is not 
required to maintain a gold reserve. 

In the U. S., the gold certificate 
holdings of the Federal Reserve Banks 
have generally exceeded the 25 per 
cent legal minimum by so much that 


ae 


U. S. EXPORTS 
Still at a high level. 


the requirement has had no practical 
significance. 

Now, however, that the amount of 
the ‘‘free’’ gold (the excess over 25 
per cent of liabilities) has declined 
sharply because of the gold outflow, 
it is not surprising that proposals have 
been made by outstanding bankers 
and economists that the mandatory 
g o 1 d-certificate-reserve-requirement 
be repealed. Although this would aid 
the Federal Reserve authorities in 
adapting their policies to the realities 
of domestic and international condi- 
tions, it would seem clearly advisable 
for such action to be delayed until 
equilibrium in our balance of pay- 
ments has been restored and the gold 
outflow halted. 


Production & Hoarding. Gold also 
possesses certain basic shortcomings 
that limit its usefulness in this regard. 
For one thing, the production of gold 
is somewhat uncertain as it depends so 
largely on new discoveries and new 
techniques. The production and mar- 
keting policies of the Soviet Union, 
the second largest producer, are es- 
pecially uncertain. 

Moreover, the distribution of newly 
mined gold is to a considerable extent 
dependent on the whims and fears of 
speculators and hoarders. Thus in 
periods of uncertainty, hoarding in- 
creases and the amount of gold reach- 
ing monetary stocks is sharply re- 
duced. 


Remaining Function. As the fore- 
going analysis indicates, the principal 
remaining function of gold in the 









modern economy is to settle marginal 
balance-of-payments deficits. Al. 
though no country is today on the 
old-fashioned gold standard, virtually 
all members of the International 
Monetary Fund have established a 
par value for their currencies through 
the Fund. This value is expressed in 
terms of a given weight and fineness 
of gold or in terms of the U. S. dollar 
of July 1, 1944. In consequence, gold 
is universally accepted at a fixed price, 
As a result, when the exchange rate of 
a currency falls below its par value, 
because the supply abroad exceeds the 
demand, the central bank involved 
either draws on its balances and short- 
term assets held abroad or sells gold 
in sufficient amounts to restore the 
international value of the currency. 


But, except in the case of gold- 
producing countries, gold should not 
normally be used to pay external 
debts or to correct a basic structural 
weakness in the balance of payments 
of a country. 


Cause & Effect. Although our gold | 
outflow of more than $5 billion during 
the past three years reflects more than 
a temporary maladjustment in our 
international payments, there is no 
basic structural weakness involved. 
It arises, instead, from the fact that 
the U. S. has persisted in spending 
more for foreign goods and services, 
defense expenditures in foreign coun- 
tries, private investment abroad, and 
foreign economic and military aid than 
it earns abroad. 


This has caused short-term dollar 
assets—usually government securities 
or time deposits—in the hands of for- § 
eign governments, central banks, com- 
mercial banks and private individuals 
to steadily increase. As foreign gov- 
ernments and central banks can readi- 
ly convert such assets into gold the 
mechanics of the loss of U.S. gold are 
apparent. 
























































This process has assumed large pro- 
portions since 1957; and, because of 
the great growth of foreign short-term 
assets, it could reach much higher 
levels which might be difficult, or even 
impossible to sustain. 


Mounting Deficit. Thus, the basic 
gold problem of this country is its 
balance of international payments. 
With the exception of 1957, the year 
of the greatly increased trade of the 
Suez crisis, the U. S. has had a deficit 
in its balance of payments in every 
year since 1950. In fact, during the 
period, U. S. payments abroad have 
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exceeded receipts from other coun- 
tries by $20 billion; and in each of the 
last three years the deficit has been 
in excess of $3.5 billion. 

Our gold loss of $6.8 billion since 
1950, however, accounts for only a 
third of the $20 billion deficit in our 
payments for the ten-year period. The 
remainder of the deficit is represented 
by an increase of some $14 billion in 
short-term liabilities to foreigners 
bringing the total to $20.9 billion. 

The U. S. thus has demand liabili- 
ties of $20.9 billion against which it 
has ‘free’ gold (in excess of that 
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required to support the credit struc- 
ture under the present 25 per cent 
minimum reserve requirement) of no 
more than $6 billion. Obviously, all 
of the claims cannot be paid on de- 
mand in gold. 

This means the U. S. is now on a 
“banking” basis internationally. It 
also means that the U. S. must so 
conduct its affairs that the world will 
have confidence in it and not stage 
“a run on the bank.” A government 
spending spree and renewed inflation 
would be especially harmful to such 
confidence. 
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Proper Perspective. The large def. 
cits of the past decade in the inter. 
national payments balance have not 
been due to any inability to sell goods 
abroad. Although we have lost certain 
markets, U. S. exports have exceeded 
imports by $32 billion since 1950. In 
fact, in every year since the late 
19th century we have enjoyed a “‘fa- 
vorable” balance of trade. Nor is the 
payments deficit to be found in ex. 
cessive tourist, transportation or other 


SS 
spending abroad for services. On the 
contrary, including income on invest- 
ments, such receipts have been $20 

weak ‘ a ‘ res 
billion in excess of similar spending 
since 1950. put 


The plain fact is that the deficit in 
our international balance of payments 
is the result of the following three 
types of spending: 

@ Military expenditures, which have 
totaled $27 billion since 1950, and are 
now at the rate of $3 billion a year. 

@ Foreign aid, consisting of grants, 
loans and assistance other than’ mili- 
tary supplies (military supplies 
shipped abroad are no burden on the 
international value of the dollar), 
which has aggregated $27 billion 
since 1950, and is now at the rate of 
approximately $2.5 billion a year. 

@ Private capital exports, which have § 
aggregated $22 billion (some $12 bil- 

lion of which was direct investment in 
foreign enterprises) since 1950, and 
which exceeded $3 billion in 1960. 

Summarizing, the specific causes of 
our international payments deficits 
are military expenditures, $3 billion; 
foreign aid, other than goods and ser- 
vices, $2.5 billion; and capital exports 
of some $3 billion. This means a total 
shortage of $8.5 billion a year. 

Of this, about $5 billion is covered 
by the surplus in our trade and other 
payments. The balance of $3.5 billion 
a year has been settled in the 1950- 
1960 period about one-third by gold 
outflow and two-thirds by increase in 
short-term liabilities to the rest of 
the world. 


Cure or Palliative? Obviously, 
something has to be done. But what? 
Various remedies, many of which are 
highly questionable, have been pro- 
posed, such as: 

@ An increase in exports: This is not 
realistic in view of our current high 
level of exports, the slowing of the 
boom in Europe, and the increased 
competition caused by the growth of 
the Common Market and the Euro- 


pean Free Trade Association. 
(Continued on page 30) 
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BOND BULLETIN 


Governments « Municipals « Corporates 


By William B. Hummer . 





Brisk March winds of rising investor optimism over a business upturn, and 
resurgent fears of inflation are whistling through the nation’s markets for prime 
public and private bonds. 

These gusts appear stronger than breezes from the direction of Washington 
that carry the wishes of those who wish’a more buoyant bond market climate. 

Prices of medium and long-term Treasurys in early March were little 
changed from the levels of last August 1 or December 31. Failure of the market in 
the final five months of 1960 to react to steadily easier credit conditions and 
predictions of a deteriorating economy was unprecedented. 


Even more unusual—and significant——-has been absence of a rally in the 
first two months of 1961 in the face of repeated Washington efforts to "talk 
yields lower" and this series of developments: 1) abundant free reserve 
positions of banks that in January occasionally approached the $1 billion level; 
2) a Treasury cash refunding designed to ease pressure on the long—term sector 
of the market; 3) Administration efforts to lower mortgage rates; 4) Federal 
Reserve announcement of purchases of medium and long-term obligations. 

Absence of strength in prices of Treasurys following this dose of 
stimulants suggested to many investors that the market was reflecting a change 
in psychology already apparent in the stock market, and was possibly forecasting 
a substantial change in basic supply and demand for capital funds. 

Supporting this philosophy, there is evidence that a number of larger banks 
have shortened moderately the average length of their portfolios this year after 
realizing capital gains. 


ong powerful forces now being weighed as a gauge to bond market behavior 


‘for the ocanemee of the year, the Treasury’s busy financing calendar and bleak 
deficit picture is foremost. 


With the budget deficit for fiscal 1962 (starting next July 1) now esti- 
Mated at more than $6 billion, the Treasury’s total seasonal deficit for the second 
half of 1961 probably will be well over $10 billion. This augurs a heavy cash 
borrowing schedule for the debt managers at the very time when private demand for 
funds will be expanding if the expected economic upturn materializes. 
Additionally, the Treasury must plan major refundings for large amounts of 
Maturing debt in May, August, September and November. 


The Treasury's deficit of at least $1 billion in the current fiscal year 
{ending June 30) will mean enlarged cash borrowing in coming months, but there 


is uncertainty whether this will be accomplished through a special offering or 


through enlarged offerings of three and six months bills. 


ig 


a 


= Possibility of a bigger supply of bills, plus a shift in Fed policies, has 


aS 


peeulted in persistently higher short-term rates since yearend, 
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Other portents than federal debt management problems are dominating the 
spirit of the bond market. 

These include a continued-heavy schedule of new offerings by municipalities 
and states, stock market strength and accompanying diversion of funds from the 
bond markets, and investor skepticism over the effects of Washington’s efforts to 
lower long-term yields. 

A notable attempt to edge long-term yields downward was the Federal 
Reserve’s announcement that open market purchases are being made of Treasury notes 
and bonds due in more than five years. At _ the same time, however, the authorities 
emphasized privately that they will not buy a large volume of securities, obviously 
because of the inflationary effects of such action. 

They also indicated they were not certain about the outcome of what is 
termed the "experiment" to see if long-term yields can be eased by such purchases 
in the open market. Official reasons for the policy shift were that international 
and domestic conditions call for higher short-term rates, but, at the same time, 
encouragement of lower long-term yields to stimulate borrowing by business. 

Washington observers also explain that the system wanted to demonstrate its 
flexibility so that it could better guarantee preservation of its independent status 
against political attacks. 


Many critics contend, however, that if purchases of longer-term maturities 
are indeed moderate as expected, the experiment will fail. 

This reasoning is based on the fact that investor confidence in the solidity 
of existing long-term yields has been greatly reduced, and that there will be fears 
about the smoothness of any future transition from credit ease to restraint. The 
possibility that the Federal Reserve might eventually be a seller of medium and 
longer-term issues also is considered by some investors to be adequate reason for 
shortening positions now, 

During the first two weeks following the Federal Reserve’s action, long- 
term yields failed to change significantly. An undesirable effect of the Federal 
Reserve’s purchases of more distant maturities in open market operations was to 
reduce the breadth, depth and resiliency of the long-term market. Dealers 
hastened to cover short positions because of the possibility of sporadic Fed 
buying, and increased market sensitivity was reflected in wider price fluctuations. 


Prospects of a stepped-up rate of increase in total net public and private 
debt outstanding suggest that upward pressures on interest rates will unfold as the 
year progresses. Last year, such debt rose by an aggregate $35.7 billion, accord- 
ing to the Council of Economic Advisers. This was 46 per cent less than the 1959 
gain, mainly reflecting a $2.2 billion decline in publicly held federal debt. 

This year, the increase in total debt should be substantially larger than in 
1960 as publicly held federal debt mounts. 

The yield spread between corporates and Treasurys, unusually wide earlier 
in the year, has narrowed considerably and corporates appear less attractive than 
in recent months. An unusually light calendar, combined with seasonal accumula— 
tion of institutional funds for investment, have contributed to the market’s 
strength. The shift in Fed open market policy also was a spur. But signs of real 
business improvement could be quickly reflected in firmer corporate yields. 

Sluggishness has reigned in the municipal market, and tax-exempt prices 
have failed to share the recent strength of corporates. Heavy dealer inventories 
and a rapid buildup in the forward calendar of new issues, including some very 
large offerings, should continue to check significant near-term improvement. 
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What College Students 
Think of Banking 


A review of the recruiting activities of the nation’s banks 
supplies important clues to the regard in which careers in 
banking are held by our college and university students, 
and why. 


By RICHARD E. GEYER 


HERE are many indications of an 
increasing interest among the 
country’s bankers in college re- 

cruiting. Year-around programs are 
being set up; bankers are visiting more 
colleges; and college graduates are 
found to comprise a steadily increas- 
ing percentage of the employees of 
the country’s banks. 

But college recruiting takes form 
in the minds of many bankers as a 
maze of questions that remain un- 
answered; and in an endeavor to meet 
the need thus indicated, I have sur- 
veyed and interviewed a number of 
college placement officers and bank 
officials. Some of the conclusions on 
which there appeared to be general 
agreement follow: 

@ Although banks are hiring more col- 
lege graduates than ever before, lag- 
ging business conditions will cause a 
slow-down in 1961, which it is hoped 
will prove to be temporary. Accord- 
ing to Dr. Frank Endicott, Director of 
Placement at Northwestern Univer- 
sity, who surveys some 200 companies 
each November, the same is true of 
business in general. These firms, 
which include about a dozen banking, 
loan, and investment institutions, plan 
to hire 3.2 per cent fewer non-engineer- 
ing college graduates this spring than 
last. 

@ Despite the nationwide hiring cut- 
back, said Dr. Endicott, competition 
for top graduates will once again 
force starting salaries for general busi- 
ness bachelor’s graduates up a matter 
of three to four per cent. 


Local Surveys Best. Changes in 
bank salaries were not estimated. 
Actually, most banks find that local 
surveys are their best means of 
planning starting salaries. A high pro- 
portion, however, said that they 
merely consult local banks and other 
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firms that are competing in the per- 
sonnel market, usually on an informal 
basis. In a few cities, salary informa- 
tion is exchanged in the course of 
regularly held luncheon meetings. 

Several of the banks surveyed dis- 
cuss the matter of starting salaries 
with placement officers of the schools 
at which they conduct interviews; and 
they avail themselves at the same 
time of the opportunity thus pre- 
sented to appraise their total recruit- 
ing program. 

The job decisions of many college 
seniors would indicate that the in- 
ducements offered by banks received 
little, if any, consideration, for the 
reason that they had not been made 
sufficiently aware of the opportunities 
presented by a career in banking. The 
survey revealed the continuing exist- 
ence of misconceptions about banking. 


“Type of Work” Leads. What is 
the characteristic in an employer or 
a job that is most important to the 
student? Some 20 placement officers 
at land-grant and other larger colleges 
supplying bank employees responded 
to this question. Their conclusion was 
that the type of work the student will 
do, as indicated by the nature of his 
job and the type or status of his em- 
ployer, was given the lead by a wide 
margin. Other factors mentioned as 
influencing their decision follow in the 
order of their importance: 


@ Possibility of advancement 

®@ Salary 

@ Reputation of employer 

@ Type and kind of training program 
@ Nature of work of employer 

@ Location. 


It is interesting to note that “se- 
curity” was barely mentioned by male 
seniors, and it is believed by many 
college placement officers that this 


factor has been highly overrated by 
the press; that its importance faded 
out with the disappearance of the de- 
pression of the thirties. 

Support for this theory is supplied 
by a unique study by Donald G. Hunt, 
Director of Coordination and Place. 
ment at the University of Detroit. 
Surveys of graduating seniors during 
each of the past ten years have en- 
abled him to watch changes in the 
reasons for selecting this or that job; 
and he found that ‘“‘security”’ has de- 
clined in recent years to seventh place. 
“Company reputation” now ranks 
eighth, but is growing in relative im- 
portance. 

“Security” a Declining Factor. 
Nearly 90 per cent of the placement 
officers surveyed agreed with Mr. 
Hunt that “security is becoming a 
relatively less important considera- 
tion.”” When asked, however, for 
reasons that senior men choose bank- 
ing as a place of employment, they 
gave it sixth place among the 13 
factors mentioned. One officer, on 
the other hand, observed that present 
day students seemed to him to prefer 
to arrange for their own security, feel- 
ing that real security comes with com- 
petence. 

“Type of work” was said to be most 
prominent of the reasons given by 
students for their decision to choose 
bank employment, followed by ‘‘em- 
ployer’s reputation,” ‘‘training pro- 
gram,” “‘type of work employer does,” 
‘proximity to home,”’ and “‘security.” 
This corresponds with the placement 
officers’ thinking on the reasons for 


the graduates’ choice of any job, with 


two conspicuous differences. 

“Advancement possibilities’ and 
“salaries,” second and third in order 
of importance as motives for the 
choice of any job, were not rated 
among the significant incentives for 
students’ choice of bank jobs. It was 
thus clear that banks, in the opinion 
of these placement officers, did not 
offer two of the three most important 
job inducements. 


For purposes of comparison, bankers 
themselves were asked what job at- 
tractions they believed they had to 
offer students. The answer most fre- 
quently received was to the effect 
that a banking career seemed to offer 
“stimulating work bringing personal 
satisfaction,’’ which reason was rough- 
ly comparable to the “type of work” 
that placement officers thought to be 
most important. 

(Continued on page 26) 
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But at that point the opinions of 
the two groups diverged. Bankers 
maintained that “opportunity for ad- 
vancement” and “financial security 
with high fringe benefits” were next in 
line as holding the greatest attraction 
for recruits. As previously noted, 
however, placement officers gave these 
two job-decision factors first and 
second rank as reasons for the rejec- 
tion of bank employment. 


The only other negative factor given 
prominence was “‘type of work.’’ An 
idea of how some visualize bank em- 
ployment was offered by one place- 
ment officer when he said that “‘teller- 
training’ does not appeal to the stu- 
dents. Another said that students 
see the “‘old image of banks as secure 
but slow advancing. Students are 
naturally impatient and are used to 
regular semester or annual promo- 
tions.” 

The best illustration is found in an 
incident in which a placement officer 
was recently involved. Said he, “A 
president of a local bank wanted the 
placement officer to recommend col- 
lege graduates for a teller’s job— 
‘a good starting job that might lead 
to a substantial position’—at $60 or 
$70 a week. He could not pay more 
because it might disturb his present 
employees’ salary schedule. He had 
no development program other than 
a chance to move to a better position. 
He was expecting to employ a high- 
grade senior who would be willing to 
move along with the progress of the 
bank. 


Must Be Specific. ‘““To encourage or 
challenge a high-grade college gradu- 
ate, the banker should have a realistic 
approach for advancement—spell out 
the specific jobs that are open for him 
if he proves to be competent. The 
senior is likely to inquire about the 
positions that are in prospect for a 
person with his background, personal 
qualities and academic achievements. 
How long does he stay at $60 or $70 
per week? If he proves competent 
and takes advanced study are there 
better jobs available? What are the 
facts about men who started as tellers 
and stayed with the bank?” 


It is the exceptional bank with sub- 
standard personnel policies that does 
harm to banking’s reputation. Of 
course, there are comparable excep- 
tions in other businesses, but the long- 
standing reputation of the banking 
profession makes it more susceptible 
to adverse publicity. Banks need to 
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SAM BRITT 
On “College Day” in Memphis. 


broadcast such facts as those pointed 
out by Sam Britt, Vice President of 
the First National Bank of Memphis, 
when he said that most of his bank’s 
college graduates were advanced to 
officerships within three years. 


The Student Decides. Who is most 
influential in the job decision? The 
student himself, said the placement 
officers. But faculty members were 
also important, followed closely by 
parents, placement officers and friends. 
According to the survey, banks that 
follow the practice of contacting the 
faculty only may be missing an op- 
portunity to reach the students 
through the placement office coun- 
selor, who may be influential when 
the student is struggling with his job 
decision. 


@ Bank philosophy of college recruit- 
ing is changing so that recruiting pro- 
grams are becoming more purposeful 
and analytical. Yet college placement 
officers say that many bank college 
recruiting programs leave scmething 
to be desired. And more banks could 
effectively use an organized college 
hiring program. 

An idea that has been found helpful 
in student recruiting efforts and im- 
proving the bank ‘“‘image’”’ is the 
“College Day” program initiated 
several years ago by members of the 
Association of Reserve City Bankers. 
Key people from colleges and universi- 
ties are invited to spend a day with 
the banks, learning about banking’s 
career potential. ‘‘College Days” are 


being conducted the second time by 
most of the larger banks in the re- 
serve cities this winter, and a few 
banks are on their third round. 


Some have had enough experience 
in these activities to be able to make 
suggestions for improvement. Mr. 
Britt, whose bank pioneered in the 
“College Day’ programs, said that 
he has learned from the two past 
“College Days” that the programs 
can be improved by 1) better orienta- 
tion of the college people, 2) a more 
factual presentation, and 3) more ex- 
posure to the challenges offered in 
banking. 


A Helpful Brochure. According to 
Raymond T. Perring, chairman of the 
Committee on College Recruitment of 
the Association of Reserve City 
Bankers, the first ‘‘College Day’’ pro- 
grams revealed a need for some means 
of telling the college people just what 
the banks were seeking to accomplish 
by conducting a ‘“‘College Day.”’ So 
the committee prepared an excellent 
brochure entitled ‘“‘This Banking Pro- 
fession,’’ which outlines in very read- 
able style the appeals of banking. It 
points out that banking is a growth 
industry, goes on to chronicle the pro- 
fessional careers of young bank offi- 
cers, and generally clears up what 
many bankers believe to be the mis- 
conceptions that have plagued their 
personnel recruitment efforts. 

The brochure is available at cost 
(75 cents each) to any bank that 
would like to use it in its college re- 
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cruiting programs. In addiiion to the 
uses to which it may be put in con- 
nection with “‘College Day” programs, 
the pamphlet does an excellent job 
when distributed from placement 
offices, and during on-campus or at- 
the-bank interviews. 


Can a small bank use a “College 
Day” effectively? Mr. Perring, who 
is president of the Detroit Bank and 
Trust Company, says that more banks 
than are now in the program could 
profit from such an activity. Mr. 
Britt had this comment: ‘Banks in 
cities of 15,000 or 20,000 are con- 
stantly looking for outstanding young 
men to come into the banking pro- 
fession. While we in Memphis have 
a population of more than half a 
million and invite 18 or 20 colleges, 
banks in a smaller city could confine 
their program to two or three colleges 
or universities.” 


Banks that have participated in the 
“College Day’’ program have praised 
it highly. But follow-up action is 
vital. The placement officer of an 
Eastern school had this to say about 
a one-day program which included 
luncheon, speakers, bank tours, and 
active participation by bank presi- 
dents: ‘There was some beating of 
breasts and resolutions to improve 
the situation as far as bringing in 
college men was concerned. Jt seemed 
to collapse right there.’’ (Italics are 
the author’s.) 


All placement officers were asked 
for comments on how banks can im- 
prove their college recruiting efforts. 
The following suggestions emerged: 


Offer higher starting salaries. This 
suggestion appeared most frequently. 
It is rather startling evidence that 
banks have an informational job to 
do. The job is not one of salary im- 
provement, for it is true that most 
banks, especially the larger ones, have 
salary stories to tell that compare 
favorably with those of other busi- 
nesses. 


A survey conducted among the 
Association of Reserve City Bankers 
showed that banks with resources 
under $500 million paid $3,600 to 
$5,000 or more annually for liberal 
arts graduates, and larger banks 
shelled out $4,000 to $5,500 and up. 
Specialized business degrees earned 
about $500 more all the way around. 
Banks matched the businesses sur- 
veyed by Endicott, as they expected 
to pay from less than $4,500 to a top 
of $6,600 for general business trainees. 
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And this comparison does not take 
into account the superlative nature of 
bank fringe benefits. 

Chester E. Peters, director of place- 
ment at Kansas State University, re- 
ports that a few organizations are 
making pre-recruiting visits to the 
placement offices on our campuses to 
search out possible interviewees. And 
according to Dr. Hunt, recruiters are 
setting their recruiting dates a year or 
more in advance. 


Placement offices will help banks 
that have not recruited or offered 
training, in setting up recruiting pro- 
grams. Norman H. Abbott, director 
of the Boston University Placement 
Service, says his office has helped a 
number of such banks. 


@Do more campus interviewing and 
follow-up interviews: 


On-campus interviews are impor- 
tant. Discussions with prospective 
employers, according to a University 
of California study, benefitted most 
college seniors by informing them of 
the nature of the jobs available to 
them. 


Some placement officers believe that 
banks have not paid enough attention 
to schools in their local areas, and 
especially encouraged banks to visit 
their campuses. Banks have assumed 
that local-college seniors would seek 
them out, says Mr. Abbott, but 
“seniors may not search beyond the 
campus.” 


Reaching students to arrange for an 
interview is sometimes a_ problem. 
Studies conducted by the University 
of Wisconsin showed that placement 
centers and professors were the most 
likely sources of information regarding 
job opportunities. Families and 
friends were nearly as important, how- 
ever, and campus newspapers, the 
college placement annual and employ- 
ment offices were also mentioned. 


Having attractive literature will 
help, says John P. Kirkwood, Director 
of Rutgers Placement Services. ‘In 
selecting companies with whom they 
desire interviews, many students have 
only the literature provided by the 
firm, so it becomes very important.”’ 


@ Work to improve the image of 
banks. Students are still exposed to 
literature that does not present banks 
in the most attractive light. A stu- 
dent who peruses the government oc- 
cupational outlook report on banking 
sees a headline reading “Two-thirds 
of all bank employees are clerical 
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workers.”’ After noting the limited 
salary information presented in the 
report he may readily conclude that 
banking is a dull, low-paying occupa- 
tion. 

Educational efforts should not be 

aimed at seniors only, since many 
underclassmen are also career-minded. 
And since, as we have previously 
noted, parents are an important in- 
fluence in the making of job decisions, 
there is ample justification for making 
every possible effort to create a proper 
image of banks in the eyes of the 
public. 
@ Provide summer employment op- 
portunities for college students. 
Michael Shinagel, associate director 
of Harvard University’s Office for 
Graduate and Career Plans, suggests 
that jobs be made available to promis- 
ing junior and sophomore students. 
Summer employment, says he, be- 
sides allowing the student to bolster 
his finances, ‘‘exposes him at first 
hand to banking _ operations in 
general.” The bank, adds Mr. 
Shinagel, besides profiting by the 
student’s work, gains ‘publicity for 
the banking profession when the stu- 
dent returns to college and discusses 
his summer employment with his 
classmates. 


@ In the words of a placement officer: 
“Seek out a bright campus leader, 
hire him at a good salary, and make 
sure he gets back to the campus to 
chat with friends before the next re- 
cruiting season. Give this man re- 
sponsibility and an opportunity to 
work clearly with top management.” 


@ Set up a good on-the-job manage- 
ment development program. ‘‘An in- 
creasing number of large banks have 
tremendously improved their training 
or management development pro- 
grams,” reports Mr. Abbott of Boston 
University. “Unfortunately some 
banks do not offer development pro- 
grams that point to definite promotion 
objectives or spell out the approaches 
that are desirable for a college man 
to work toward.” 


Says John L. Munschauer, Director 
of Cornell’s Placement Service, ‘““The 
same old things still work the best, 
such as being businesslike in making 
arrangements, sending out attractive, 
well prepared recruiters and following 
up interviews with carefully planned 
visits. While the formula for success 
is old, it is applied by so few that the 
approach is still fresh.” 


Banks that are serious about im- 
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INDUSTRIES, INCORPORATED 


Common Dividend No. 165 


A dividend of 6212¢ per 
share on the common 
stock of this Corporation 
has been declared pay- 
able March 15, 1961, to 
stockholders of record at 
close of business Febru- 
ary 24, 1961. 


C. ALLAN FEE, 
Vice President and Secretary 


February 3, 1961 




















A book of vital importance 
to everyone 
concerned with investment 


INVESTMENT 
PORTFOLIO MANAGEMENT 


IN THE 


COMMERCIAL BANK 
by Roger A. Lyon 


Order your copy today of this carefully 
reasoned book—a practical, helpful, up- 
to-date guide to the development of a 
flexible investment policy for the 
medium-sized bank. 
Appendices, tables, notes, 
glossary, index $4.50 

This is the latest volume in the dis- 
tinguished new Rutgers Banking Series, 
written under the auspices of the Stonier 
Graduate School of Banking, founded 
by the American Bankers Association. 
Other titles in this series are: 


MONETARY DECISIONS 
OF THE SUPREME COURT 
by Gerald T. Dunne $4.50 


THE FEDERAL RESERVE 
DISCOUNT WINDOW: 

Administration in the Fifth District 
by George W. McKinney, Jr. $4.50 

















Write for a complete Rutgers catalogue. 
RUTGERS UNIVERSITY PRESS 
New Brunswick, New Jersey 







Looking for a 


PUBLISHER 


Your book can be published, promoted, distrib- 
uted by successful, reliable company noted for 
prompt, personal service. All subjects. Free 
Editorial Report. 
organizations, churches, etc. Send 
Vantage Press, Dept. MT, 120 W. 31, New York 1. 
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Inquiries also invited from businesses, 
for Free Booklet. 


| recruiters, 


proving their college recruiting pro- 
grams might profit by programs such 
as the one to be sponsored by the 
University of Massachusetts May 15, 
16 and 17. Designed to aid the men 
who have not done college recruiting, 
the conference will feature advice by 
placement officers who are ‘‘old pros” 
at the business of campus recruiting. 
Discussions will include such topics as 
‘“thow to conduct campus interviews,”’ 
“what students and faculty expect of 
” and “following up on in- 
terviews.”’ 

Competition Is Increasing. It is 
apparent that banks have made 
progress in their recruiting efforts. 
More than half the banks surveyed 


| by the Association of Reserve City 
| Bankers stated that college recruiting 


conditions had improved for them 
over the past years, mainly because 
they noted more interest and aware- 
ness in banking as a career. Over 
one-fifth, however, said that con- 
ditions were worse, especially because 
of competition. 


Scheduled for publication in April 
by The University of Michigan Bureau 


GOLD 

(Continued from page 20) 
@ Import restrictions: They would in- 
vite reprisal and thus be worse than 
useless. 


@ Aid from the International Mone- 
tary Fund: This would be no solu- 
tion as such loans would have to be 
repaid and thus would only add to 
future payments deficits. At best, it 


| could give only temporary relief. 





@ Increase the price of gold: This 
would postpone the final day of 


| reckoning as it would give us more 
| dollars to lose; but it would not cure 


the cause of the loss of gold. For the 
U. S. to increase the price of gold 
(devalue the dollar) unilaterally would 
be an act of desperation; moreover, it 
would be futile, as it can be taken for 
granted that the other leading trading 
nations would counter such a move 
with similar cuts in their monetary 
unit and with trade restrictions. But, 
worst of all, such a devaluation would 
greatly intensify fears of inflation and 
could set in motion a flight from the 
dollar and other undesirable conse- 
quences which could be very serious, 
indeed. 


@ Reduction, or elimination, of gold 
reserve requirements: This is like 


of Industrial Relations is a book en- 
titled “Effective College Recruiting,” 
which will cover a study involving 
more than 1,000 interviews and pencil- 
and-paper questionnaires given stu- 
dents immediately after job interviews 
in the U-M School of Business Ad- 
ministration. Among the findings of 
the study, as noted by George S. 
Odiorne, Bureau Director, are the fol- 
lowing: 

“Banks and investment firms seek 
evidence of academic achievement in 
selecting top candidates, but are less 
ready to use grades as a criteria for 
eliminating job candidates. The 
relatively low pay and slow promo- 
tion characteristic of banks makes it 
difficult for them to attract top 
scholastic talent. The financial an- 
alysis section of manufacturing firms 
offer higher pay and more rapid ad- 
vancement to top graduates.” 

The individual banker who is 
directly concerned with the problems 
of college recruiting may well find in 
the implications of that statement a 
few of the answers he has been look- 
ing for. 


strengthening the fire escape after a 
fire starts, instead of putting out the 
fire. Of course, if we keep on losing 
gold at the rate of the past three 
years we will have to take such ac- 
tion—there will be no choice. But 
that will do nothing to solve the 
underlying problem, the deficit in our 
balance of payments. 

Still other proposals could be men- 
tioned; but why waste time? The 
time for palliatives has passed. Now, 
there is only one real solution to the 
international-payments deficit. 


The Real Remedy. It is to cut $3.5 
billion from those items in our pay- 
ments that are subject to control. 
This means cuts must be made in the 
three controllable items: the $3 bil- 
lion a year of military expenditures 
abroad; the $2.5 billion a year of 
foreign aid in dollars (not goods and 
services); and, the some $3 billion a 
year of capital exports, mainly long- 
term capital. 

Once this is done, the outflow of 
short-term capital will take care of 
itself. In fact, there undoubtedly 
would soon be such a return flow of 
funds to the U. S. that its gold re- 
serves could be expected to rise 
somewhat. 

(Continued on page 43) 
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By setting up a sound pro- 
tective program, any bank may 
go far toward eliminating all 
danger of criminal attack. Set 
out in this article by an expert 
in the field are some of the 
measures that banks in gen- 
eral may adopt to that end. 


By HERBERT W. NANNEN 


Vice President, 
Chemical Bank New York Trust Co. 


HE RECORD clearly indicates that 
holdups are still a part of our 
banking picture, and that they 

will remain an ever-present hazard for 
the indefinite future. It therefore 
seems appropriate to suggest that 
bankers take a fresh look at the haz- 
ards with which they are actually con- 
fronted, and that they consider thor- 
oughly not only the extent to which 
all feasible preventive measures have 
been adopted but the effectiveness 
with which they are being imple- 
mented from one day to the next. It 
is the purpose of this article to outline 
some of the things that may be done 
in that direction. 

In this as in all decisions affecting a 
bank operation, cost is important. If 
there were some way of reducing the 
probabilities to figures in advance of 
the event, chances are it would be 
found that the cost of a sound program 
over a period of years would exceed 
any amount that might be stolen; but 
it should be remembered that the 
public would be sure to take a dim 
view of any bank that let cost stand 
in the way of providing all normal 
precautions against holdups and the 
attendant hazards to life and limb. 


No Appeasement 

Banks cannot afford to follow a 
policy of neutrality or appeasement in 
dealing with threats of criminal at- 
tack. To do so might readily bring 
physical harm to one or more em- 
ployees, as in the case of the recent 
slaying of a branch manager in a 
bank that had neither an alarm sys- 
tem nor a guard on the premises. 


The bank, for example, that places 
its sole reliance for protection against 
such attack in its blanket bond might 
well be said to be engaging in appease- 
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Preparedness Prevents Holdups 


ment. The bond provides reimburse- 
ment for losses suffered, but does 
nothing about preventing them; and 
in the absence of adequate preventive 
measures, the resulting excessive los- 
ses will inevitably be reflected in rising 
premium costs. The continuously vic- 
timized bank, moreover, would be 
sure to suffer a serious loss of public 
confidence. 

In the past few years, the note- 
passing holdup has met with an un- 
believable degree of success, and it is 
particularly difficult to understand 
why this should be so. Generally 
speaking, the holdups employing this 
technique are unarmed and unschooled 
in crime—opportunists if you will— 
who have been taking advantage of 
our shortcomings. 


While we certainly have no desire to 
cause our employees to endanger their 
lives by acting foolishly during and 
after a holdup, we do want them to 
follow a positive procedure that will 
have precisely the opposite effect. It 
is indifference to the problems pre- 
sented and an unwillingness to deal 
with them in positive fashion that 
give rise to the very hazards that 
could result in foolhardy exposure. 


Some Teller ‘‘Musts” 

What, then, are some of the things 
that can be done to better protect the 
bank? Part of the answer lies in the 





HERBERT W. NANNEN 
“A chain is no stronger .. .’ 





training of personnel at all levels. The 
teller must be taught, first of all, to 
remain calm; and to the extent that 
he is able to do so when the emer- 
gency arises, he will be far more likely 
to conduct himself in such a manner 
as to enable him, when it has passed, 
to render maximum assistance in ap- 
prehending the intruder. He will, of 
course, remember to sound the alarm, 
which should be so located that he 
can activate it without appearing to 
depart from his normal routine. The 
so-called “silent alarm,” incidentally, 
is much to be preferred over the gong 
types for the obvious reason that it 
gives no tip-off to the criminal. 

Generally speaking, the armed ban- 
dit makes no attempt to hide what he 
is doing, and will arrogantly brandish 
his weapon, which leaves the teller 
with no alternative but to sound the 
alarm and take careful mental note 
of every possible detail of his physical 
appearance. He must employ much 
the same tactics in dealing with the 
less obtrusive note-passer, but if a 
close scrutiny of his hands reveals the 
absence of a weapon, that circum- 
stance might readily suggest some 
other line of action. 


The task of preparing for the later 
identification of the criminal must not 
be left to chance. Immediately after 
the incident, the teller should jot 
down his description of the criminal 
and do it without consulting with any- 
one else. It is helpful to have a printed 
form containing a list of all identifying 
characteristics readily available for 
this purpose, and occasional reference 
to the list will provide added as- 
surance that the information called 
for will be complete when the need for 
it arises. 

The teller should also make certain 
that the counter top is not in any way 
disturbed, since it may contain the 
criminal’s finger prints. And he should, 
if possible, retain any note that may 
have been handed him, so that it may 
be turned over to the law enforcement 
agencies as evidence. 


About Guards 

It is of prime importance that the 
teller who is being held up be given 
positive assurance that he is not 
alone. Alarm systems are good, but 
the presence of an alert and well 
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What makes 
this microfilmer 
such a big favorite 
with bankers P 
























It’s mainly a question 
of money—the dollars 
you save daily because the 
new REcorDAK RELIANT 500 Microfilmer 
brings greater speed, convenience and utility 
to your microfilming operations. Look: 


Greater speed. Your operator gets the 
work out faster. The new RecorDAK RE- 
LIANT photographs 500 checks a minute 
(both fronts and backs, if you wish) . . . larger 
size documents—up to 11” wide—are micro- 
filmed at proportionate speeds. As part of the 
same automatic operation, the new RELIANT 
also indexes film record, even endorses or 
cancels checks (using accessory endorser). 


Greater convenience. Everything is at 
operator’s finger tips— Kopamaric Index dials, 
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starter and selector switches, receiving tray. 
Precision controls supervise the operation . . . 
make her job unbelievably trouble-free. She 
can also slide out RELIANT?’s self-contained 
film unit in a second to load or unload film... 
doesn’t even have to leave her seat. 


Greater use. The fact that the RELIANT’s 
film unit can be removed and replaced at any 
time, even in midroll, allows various depart- 
ments to microfilm with their own accessory 
film units. This keeps departmental items on 
separate film rolls, almost as if 2 or more 
microfilmers had been used! 


Well worth your while, wouldn’t you say, 
to call your local Recordak representative, or 
write for complete details. Recordak Corpora- 
tion, 415 Madison Avenue, New York 17, N.Y. 


SRECORDRK’ 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming 
—now in its 33rd year 


(N CANADA contact Recordak of Canada Ltd., Toronto 





trained guard adds to the teller’s 
sense of security as nothing else can. 
Banks with branches should have 
central control over all guards, thus 
insuring that the entire force will be 
acting under uniform regulations and 
inspection rules, and that there will 
be no failure of communication in the 
issuance of instructions, whatever the 
nature of the emergency may be. 
Frequent unannounced inspection of 
premises should be made to determine 
that regulations are being followed; 
and there should be strict uniformity 
of compliance at all locations. 

There are several factors that should 
be considered in determining the num- 
ber of guards required. The size of the 
area, number of entrances, and other 
physical characteristics of the pre- 
mises must be kept in mind. The 
amount of money requiring protection 
and the flow of traffic must also be 
considered. Some neighborhoods are 
more vulnerable than others because 
there is an easy escape route; and 
special consideration should be given 
to situations in which the environ- 
ment is such as to enable the criminal 
to disappear in a crowd. 

An alert, well-trained guard is the 
best protection a bank can have. He 
should be constantly on the watch for 
suspicious actions on the part of any- 
one on the premises, and particularly 
those who do not appear to be there on 
legitimate business. 


A guard should be trained to note 
the descriptions of suspicious indi- 
viduals, taking particular pains to let 
the latter know that they’ve been 
noticed. It cannot be too strongly 
emphasized that a guard should do 
nothing but guard. He should not be 
used as a handy-man or messenger, 
and should be assigned no duties that 
necessitate his vacating the premises 
while the bank is open for business. 
It is especially important that the 
guard’s duties receive his undivided 
attention during the lunch period, 
since banks are more vulnerable to 
attack at that hour than at any other 
time of the day. 


Counters & Fixtures 

The physical aspects of the bank 
can be made to afford a degree of 
psychological protection to the teller 
that will assure maximum performance 
with complete safety. Counter walls 
should be thick enough to prevent 
penetration by an ordinary weapon so 
that the teller who chooses to drop to 
the floor instead of acceding to the 
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‘“SLOW-ALARM-HANDS-DESCRIBE & PROTECT” 


CHEMICAL BANK NEW YORK TRUST COMPANY 
DESCRIPTION FORM 


Filled out ALONE by 


Position 


Conceming robbery or suspicious circumstances at 


SO increpeenereuntenreientineenmanmesmene 


SEX 


NATIONALITY 


AGE 


HEIGHT 


WEIGHT 


BUILD 


COMP LE XION 


HAIR 


Eves 


NOSE 


EARS 


OTHER REMARKS 


‘“SLOW-ALARM-HANDS-DESCRIBE & PROTECT” 





| cLommes: 

i HAT 

i 

| coat 

" JACKET 

| suit 

| SWEATER 
TROUSERS 
SHIRT 

| Tre 


+ 
SHOES 


WEAPON 


t 
| MISCELLANEOUS: 
| 


CENSE 








A printed form can be kept readily available for use after the incident. 


holdup man’s request will be pro- 
tected. Strange to say, the modern 
bank with its open counters serves to 
a degree as a deterrent against hold- 
ups, especially those of the note- 
passer type. This type of fixture offers 
the criminal no privacy, whereas the 
completely enclosed teller’s cage of 
years gone by gave him considerable 
protection. 


Lights & Cameras 


All bank exits and windows that are 
hidden from the general view should 
be protected with some sort of grill or 
alarm as a means of preventing burg- 
lary or early morning concealment of 
robbers. Herculite doors should be 
backed with a secondary door which 
can be locked to prevent entry by 
breaking the closed door. Work areas 
must be protected from the public by 
the use of control doors and other 
barriers, and the control should not be 
accessible from the outside. Counter 
tops should be high and wide enough 
to prevent anyone from reaching any 
of the contents at arm’s length or 
from leaping over them. 


Where a silent alarm is installed, 


the use of small lights strategically 
placed beyond public view can be ef- 
fective in alerting other key person- 
nel in the event of a holdup. In recent 
years there has been considerably in- 
creased use of remote control cameras 
for holdup deterrent purposes. There 
are several types of these cameras 
available, and they are sometimes 
hidden from the view of the public. If 
cameras are used, they should be 
activated by the same mechanism 
that sounds the alarm. 

There is some value in posting 
either at the teller station or the 
bank’s windows a sign stating that the 
premises are protected through the 
use of a camera, if that is the case, 
and it may be that a knowledge of 
other deterrent devices would cause a 
would-be holdup man to reconsider. 
It goes without saying that photos of 
a robbery would be most helpful to 
the FBI and police authorities in 
tracking down those who committed it. 

Certain protective fads of the past 
have proved to be more a hazard than 
a deterrent. The type of alarm, for 
example, that locks the bank’s en- 
trance, could lead to.dangerous con- 
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Looking Ahead with Phillips Petroleum... 


New Phillips Achievement — 


““Better-than-natural” rubber 





















*‘We have searched for years for a synthetic 
rubber that would perform as well or better 
than natural without sacrificing the low heat 
build-up of natural. It looks like Cis-4 does 
the trick.”’ 


This statement by a leading rubber company ex- 
ecutive dramatizes the tremendous commercial 
significance of Phillips newest achievement in the 
petrochemical field. 

Tires with treads made from blends of Phillips 
new Cis-4 and natural rubber have bested those 
of 100% natural rubber in tests totaling millions 
of miles. They have shown high resilience, low 
heat build-up, very long wear and high resistance 
to abrasion, aging, and blowout. Cis-4 will replace 
large amounts of natural rubber in tire treads, 
especially for heavy duty truck and bus tires. 

Phillips new Cis-4 plant at Borger, Texas, im- 
mediately adjacent to the company’s other syn- 
thetic rubber facilities, has an annual capacity 
of 25,000 long tons. Cis-4 is made wholly of 
butadiene, also manufactured by Phillips from 
the company’s own basic raw materials. 

Cis-4, along with ‘‘cold” synthetic rubber, and 








PHILLIPS PETROLEUM COMPANY. Bartlesville, Oklahoma 


PHILLIPS 


Cis-4*, Phillips new 
synthetic rubber, 
is used by tire 
makers as a superior 
replacement for much 
natural rubber in 
blends for heavy-duty 
tire treads. 


furnace oil carbon blacks are links in a long chain 
of Phillips rubber developments reaching back 
before World War II. The latter two enabled syn- 
thetic to replace natural in a large portion of the 
postwar market. Now Cis-4 will replace more 
natural. 


Cis-4 again exemplifies how a policy of 
“looking ahead” through aggressive re- 
search and prudent acquisition of crude 
oil and natural gas reserves has placed 
Phillips in a favorable position for con- 
tinuing growth and earnings. 


Today Phillips leads the petroleum industry as 
(1) producer of natural gas liquids, most versatile 
of hydrocarbons; (2) seller of natural gas; (3) 
producer-marketer of liquefied petroleum gas; 
(4) manufacturer of nitrogen fertilizers; (5) sup- 
plier of raw materials to the rubber industry; and 
(6) in atomic energy activities. 

This is in addition to Phillips important business 
of manufacturing and distributing automotive 
fuels, lubricants and accessories through more 
than 21,000 marketing outlets in 38 states. 


*A trademark 









sequences. The use of tear gas, once 
considered popular, has been greatly 
reduced, largely for the reason that it 
causes the premises on which it is used 
to become momentarily uninhabitable, 
thus creating another hazard. 


The Ambush Holdup 

However effective the measures 
taken by the bank to protect it while 
it is open for business, the task is by 
no means complete until suitable pro- 
vision has been made for the preven- 
tion of an ambush holdup before the 
opening hour. For the armed bandit, 


Pore oo seed 


Fee seas 
Yd 
ay. neg 


this has been a very popular time. 
Employees should be trained to be 
alert at all times to circumstances that 
appear to be in any way irregular or 
suspicious, and to seek help if they 
are not satisfied that all conditions 
are as they should be. A check should 
be made of all cars parked in the im- 
mediate area to make certain there is 
a legitimate reason for the presence of 
each. 

As a further precaution, a morning 
signal routine should be observed at 
all times. This routine should be 
changed from time to time, to avoid 
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~ ABOUT ARIZONA... 


Cost of living . . . housing . . . taxes. . 
. schools and education . . 


laws . . . traffic laws . 


— 


. employment 
. community property 
retirement (etc.). 


This little, colorful booklet was prepared for new 
arrivals in Arizona. But of course we have a copy 
saved for any financial friends who want it! 


(WRITE OUR RESEARCH DEPT., PHOENIX) 
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the possibility of outsiders becoming 
familiar with it, and to compensate 
for changes in personnel, but it 
should be sufficiently complete to as- 
sure that the bank may be opened 
without fear of holdup. 


Employees should guard against 
discussing the bank’s protective meas- 
ures while they’re off the premises, 
Would-be thieves have been known to 
seek information regarding the type 
and location of protective devices on 
the pretext that they were concerned 
about the safety of the bank as a 
place to do business. Only authorized 
personnel should be permitted ac- 
cess to areas where money or secur- 
ities are being handled. Should it be 
necessary to repair or install equip- 
ment during banking hours, the work- 
men should be accompanied by a guard 
as long as’ they are on the premises. 


A Greater Hazard 

One of the most important aspects 
of asound protective program involves 
the careful screening of prospective 
employees, since the possibility of em- 
bezzlement presents an even greater 
hazard than those of robbery and 
burglary. Fingerprinting of new em- 
ployees is considered one of the best 
methods of ferreting out persons with 
unsatisfactory records. The applica- 
tion for employment should contain 
questions of such a nature as to elicit 
information to leave no doubt what- 
ever regarding the integrity of the ap- 
plicant. 

The bank should investigate by all 
means at its disposal any unduly 
large differences appearing in the tel- 
lers’ cages, and so-called mysterious 
disappearances of cash and securities. 
Tellers have been known to borrow 
from the cash drawer, to use fictitious 
accounts for the manipulation of 
funds, and to short-change customers, 
pocketing the difference. Whenever 
there is the slightest suspicion that 
any of these things has happened, 
strong and immediate action should 
be taken, regardless of how small the 
amount involved may be. Supervisors 
should keep the bank’s operating 
rules and regulations under constant 
review, and insist upon strict ad- 
herence to them at all times. 

The bank’s officers and supervisory 
employees should maintain close liai- 
son with law enforcement agencies 
and keep themselves fully informed 
regarding new protective techniques 
and procedures. If the size of the bank 
warrants, one person should be ap- 
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pointed security officer and specifically 
charged with these responsibilities. 
The bank would thus be assured of the 
full cooperation of the law enforce- 
ment agencies whose personnel would 
become thoroughly familiar with the 
various types and kinds of hazards to 
which the bank is exposed, and more 
especially with those which are pecu- 
liar to this or that time of day. With 
these details thus firmly established in 
the minds of everyone concerned, a 
word to the proper authority would 
quickly identify any emergency that 
might arise and bring prompt action. 


Informing the Public 


The publicity phase of the whole 
field of bank security is a subject in 
itself, and no attempt will be made to 
deal with it in this article, other than 
to stress its very great importance. It 
is a matter that obviously requires 
close coordination between the secur- 
ity officer, the operations staff, and the 
bank’s public relations executive. It 
would most certainly be contrary to 
good public relations practice for any- 
one other than a designated official to 
act as spokesman for the bank, even 
with respect to holdups, and the 
officials thus designated should be 
among the first to receive such details 
as are appropriate for publication. It 
is worth noting that proper publicity 
has often led to the capture of per- 
petrators of crimes against banks. 


In summary, a sound protective 
program involves the proper training 
of personnel, an adequate and well 
trained guard staff, a type of counter 
design that doesn’t invite trouble, 
the use of a good alarm system (pos- 
sibly supplemented by cameras), and, 
most important of all, a program and 
policy of screening applicants for em- 
ployment that will rule out all pos- 
sibility of hiring a man or woman of 
questionable background. 


The bank that has a security pro- 
gram that encompasses all of these 
things, woven together in proper pro- 
portion, is in little danger of being 
held up. But those charged with re- 
sponsibility for the bank’s security 
must everlastingly keep in mind the 
fact that that danger again arise at 
just the moment that any detail of 
this program is neglected. 


For central to the theme of this 
discussion, as to that of few others, is 
the thought contained in the time- 
worn aphorism, “‘A chain is no strong- 
er than its weakest link.” 
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Special Senet (Part Il) 


SOUTH AMERICA 


Here is an on-the-spot re- 
port on current economic and 
credit conditions in Venezuela, 
Peru and Chile. (Brazil and 
Argentina were covered in the 
last issue.) 


Following, too, is an analy- 
sis of South America’s press- 
ing need for savings and in- 
vestment—and what can be 
done about it. 


These reports are based on 
interviews with leading bank- 
ers in South American financial 
centers. 


By WILLIAM B. HUMMER* 
Contributing Editor 


seven million and the world’s 
No. 1 oil exporter, currently is 
in the midst of a major, severe de- 
pression that is breeding social un- 
rest, rising unemployment, falling 
stock prices and political instability. 
This has resulted partly from the 
worldwide change in the oil situation, 
but also is the direct result of an all 
pervasive lack of confidence in Vene- 
zuela’s stability and political future. 
A spectacular example of the seri- 
ousness of the present depression in 
Venezuela is the fact that commercial 
bank deposits declined to 3.9 billion 
bolivars from nearly 5 billion in just 
a year (30 bolivars to a dollar). This 
was accompanied by a sharp con- 
traction in bank credit. These de- 
posits have found refuge in foreign 
capitals all over the world; in Zurich, 
New York and Hong Kong. They 
represent savings and accumulated 
capital of large corporations, wealthy 
families and just ordinary Vene- 
zuelans who believe the economic 
situation will invariably lead to de- 
valuation. 


Commie Threat. Another reason for 
the flight of capital may have been 


R™: VENEZUELA, a country of 


*Mr. Hummer is a partner in Wayne Hummer & 
Co., members of the New York Stock Exchange 
and specialists in investment services for banks. 
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fear of the Communist Castro threat, 
although the present political situation 
in Venezuela, in the eyes of most ob- 
servers, does not indicate that com- 
munist designs on the country will be 
successful. 

In order to bring about a halt in 
the flight of dollars to overseas cen- 
ters, the government imposed rigid 
exchange controls last November. 
This has run counter to the ideas of 
the International Monetary Fund and 
by the end of last year Venezuela’s 
application for a large loan from the 
fund still had not been acted upon 
following imposition of exchange con- 
trols. 

Venezuelan bankers and the central 
bank are tight lipped about recent 
developments but many bankers con- 
cede privately that recent controls 
are largely the outgrowth of political 
decision rather than economic neces- 
sity. In other words, there is a wide- 
spread belief, not often publicly ex- 
pressed, that the government would 
rather impose controls than take 
measures that would make such con- 
trols unnecessary and which might 
involve further economic distress. To 
support this view, the dangerous po- 
litical situation of 1960 is cited. Re- 
cently, however, there have been 
numerous signs of a decline in ex- 
tremist agitation and new stability on 
the labor front. 


Fiscal Reform A new Finance Minis- 
ter of the Romulo Betancourt Regime, 
Dr. Carrillo Batalla, has drawn up 
a plan that he says will give the 
economy ‘“‘a new lease on life.” But 
he admits the plan will be only as 
successful as its execution. 


The goal is to cover forthcoming 
budget deficits without new taxes by 
cutting government spending, improv- 
ing tax collection and by issuing a 
new series of Treasury notes to be 
taken up by banks, oil companies 
and iron companies; also projected 
is a cut in administrative expenses. 
At the same time, commercial banks 
will be encouraged to rediscount paper 
and the discount rate (now 4.5 per 
cent) will be lowered, the idea being 
to expand credit and reinflate the 


bolivar. 

The Carrillo Batalla plan is de- 
signed to take care of immediate 
difficulties. The accumulated budget 
deficit of Venezuela is about $600 
million, of which $300 million is 
carried in the current budget and 
$300 million is a carry-over from 1959 
and 1960. The actual cash deficit for 
the fiscal year ending February 28, 
1961 was about $210 million. 


The tremendous lack of confidence 
has affected not only Venezuelans but 
also foreigners with any interest in 
this richest country of all Latin 
America. Part of the difficulty be- 
gan when the government decided 
several years ago to raise its share of 
participation in oil company profits. 


Because of this and a change in 
industry conditions, the oil com- 
panies beginning in 1958 ceased to 
invest large new funds in Venezuela 
for exploration, new drilling or other 
purposes. The same thing has hap- 
pened in other industries. 


The atmosphere of ‘‘no confidence” 
was heightened by deteriorating labor 
relations, delays by the government 
in paying past debts of the dictator- 
ship, and by what some in Venezuela 
call the “‘activities of plotters.”” Under 
the severe depression conditions that 
have prevailed, the government has 
passed through a real crisis in 
authority that has included illegal 
strikes, illegal seizure of factories and 
farms, irregularities in schools, and 
other unfortunate developments. 


Financial Reaction. Bank liquidity 
has been severely impaired by the 
sharp decline in money supply. The 
decline in investor interest in Vene- 
zuela was shown by a drop of over 
$200 million in new investment be- 
tween September 1959 and Septem- 
ber 1960. A sharp decline in stock 
prices and stock market volume ac- 
companied this. 


Since January 1958, the total flight 
of capital has amounted to over $350 
million. Short-term investors who 
used to obtain as much as 30 per 
cent on various types of loans and 
investments have disappeared. As 
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the money supply last year dropped 
by many times the decline in 1959, 
purchasing power, commercial activi- 
ties and production declined, and 
bankruptcies and failures soared. 

All of this has come as a sharp 
surprise to the Venezuelan people. As 
recently as 1957, the Venezuelan 
economy was soaring to ever new 
heights and optimism reigned su- 
preme. However, in all of the post- 
war years government housekeeping 
and non-essential expenses kept rising 
while capital expenditures declined. 

A major reason for the reluctance 
of the central bank to speak out at 
this time is apparently their intention 
to follow a policy of inflation which 
they hope will help bring the economy 
back. Money supply will be enlarged 
through increased government. bor- 
rowings from the central bank. There 
are many economists, however, who 
do not believe the basic ills of Vene- 
zuela can be cured either by inflation 
or by exchange controls. 


At the root of Venezuelan hopes is 
the goal of obtaining important long- 
term capital from foreign sources. 
Without such capital, the road to re- 
covery for Venezuela may be a long 
one, inasmuch as the major expensive 
public works program now being 
planned cannot be financed internally. 


The over-all economic importance 
of Venezuela can easily be appreciated 
by the fact that, until the recent de- 
pression, this country ranked first in 
all Latin America in terms of exports. 
The U. S. is a vital market for Vene- 
zuelan petroleum and for its other 
principal exports, iron ore, coffee and 
cocoa. In terms of U. S. direct private 
investments abroad, Venezuela ranks 
second in the entire world. 


Venezuela’s Banks. The banking 
system in Venezuela consists of the 
central bank, seven regional and de- 
velopment banks controlled by the 
government, an industrial bank also 
owned by the government, 20 private 
commercial banks owned by Venezu- 
elans and seven foreign-owned com- 
mercial banks. Some of these institu- 
tions operate branches throughout 
the country. 

Interest rates in Venezuela are not 
high, by standards of other Latin 
American countries, because of de- 
flation and lack of demand for credit. 
Prime loans can be obtained at as 
little as 6%, although the rate may 
vary up to 9%. Until recently, many 
banks were paying 1% a year on 


March 15, 1961 


MODERN BUILDINGS & SUPERHIGHWAYS IN CARACAS 
Major roadblock: a shortage of financing. 


sight deposits and up to 3% on time 
deposits. 


Of chief banking concern in Vene- 
zuela at the moment is the sharp drop 
in deposits and loans, and subsequent 
illiquidity. As a result, bankers are 
awaiting new inflationary moves with 
much interest. 

The tremendous influence of the 
U. S. and Europe are sensed every- 
where in Venezuela, particularly in 
the capitol of Caracas. This city of 
gleaming new buildings, superhigh- 
ways and modern communications 
facilities has been transformed from 
a sleepy tropical town into a Paris of 
South America in less than 40 years. 

Vast wealth under the ground vir- 
tually insures Venezuela’s long-term 
prosperity. And herein lies the irony 
of a major depression based on a lack 
of confidence in present and near- 
term social, political and economic 
stability. 

Confident Peru. One of the bright- 
est South American scenes, and a 
tribute to the effectiveness of balanced 
budgets and credit restraint, is the 
economy of Peru. Sharp improve- 
ment in this country’s picture during 
1960 was largely the result of the 
stabilization program put into effect 
at the end of 1959. 


This program called for a balanced 
1960 budget, no more borrowing by 
the government from the central 
bank, and strict enforcement of im- 
port takes. It coincided with an end 






to the decline of world commodity 
prices and with the beginning of pro- 
duction at many new copper mines. 


As a result, the economy of Peru 
regained a healthy glow and the 
country paid off a $15 million loan 
to the World Bank ahd a group of 
New York banks well ahead of 
schedule. Vast, impressive develop- 
ment plans (power, roads, hospitals) 
were announced by the government. 
New confidence prevailed. The sol 
(prime unit of currency) was stabilized 
and the way paved for an inflow of 
foreign exchange and dollars which, 
in turn, increased the reserves of the 
central bank. Because of the in- 
creased reserve position of the central 
bank, reserve requirements of 100 
per cent were placed against all new 
deposits. 


Peru’s banking system is centered 
around Banco Central de Reserva del 
Peru, the central bank and sole bank 
of issue, which exerts a very powerful 
influence on credit and rates. There 
are only 13 commercial banks in the 
entire country, but a few of these 
have dozens of branches in the in- 
terior sections. 


Lofty Rates. The prime rate varies 
from 12 to 16 per cent plus a com- 
mission of 1 or 2 per cent. Com- 
missions are commonplace on all 
South American bank loans, and 
represent the cost of servicing such 
credits. On other loans, rates may 
be higher. Interest ranges from 6 to 
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7 per cent on time deposits and up to 
5 per cent on large demand deposits. 
The new-found stability of the 
Peruvian ‘“‘sol’”’ ends an inflation that 
got underway in 1956. Prior to that 
time, the sol had been quite stable 
under the dictatorship that had 
reigned for a long number of years. 
After the popular government came 
into being, the exchange value of the 
sol steadily declined because of: 
1) government borrowing from the 
central bank; 2) unbalanced budgets; 
3) declining world prices for Peru’s 
exports of iron and copper and; 
4) subsidies which were scheduled to 
decline but actually increased. 


Recent cheerful developments for 
Peru, including a leveling-off in the 
cost of living, a rise in foreign ex- 
change reserves, stabilization of the 
currency and heightened new invest- 
ment in industry, are partly offset 
by other factors. As in many other 
South American countries, rising 
wages and social security payments 
constitute a major factor in the 
economy. For example, a series of 
large wage increases to employees of 
nationalized industries went into effect 
late in 1960. Inasmuch as taxes al- 
ready have risen from 50 to 200 per 
cent over recent years, this means 
further pressure on the entire tax 
structure. 


Moreover, in former years the 
government borrowed heavily from 
the central bank to finance deficits, 
and repayments have now been de- 


layed indefinitely, perhaps perma- 
nently. Another peculiarity of Peru- 
vian governmental finance is that 
when a budget is submitted it must 
be accompanied by requests for tax 
legislation to make it possible for it 
to live up to its revenue goals. 


In Peru, one man, Pedro Beltran, 
is Premier and Finance Minister and 
has final authority over the budget 
and governmental financing matters. 
There is much confidence in him, but 
a greater diversification of authority 
doubtless would be reassuring to 
foreign dollar investors. 


Chile. No country in the world 
has experienced a more skyrocketing 
inflation than Chile. The cost of 
living has increased 25 times since 
1950 and quadrupled in the past five 
years. Stock prices have soared 2,000 
per cent in the past decade. Money 
in circulation is up five times over 
1954. 


But a stabilization program intro- 


40 


CHANGES IN MONEY SUPPLY OF 
SOUTH AMERICAN COUNTRIES 


(1953- 


1954 


116 
122 
147 
119 
106 
104 


71 
73 
48 
72 
78 
79 


81 
84 
66 
85 
88 
91 


Argentina 
Brazil 
Chile 
Colombia 
Peru 
Venezuela 


Source: International Monetary Fund 


duced two years ago by a new govern- 
ment has been almost dramatically 
successful. The rise in the cost of 
living was slowed to 6 per cent in 1960. 
And the dollar exchange rate for the 
Chilean unit of currency, the escudo, 
was maintained at a firm level. 


The Jorge Alessandri government 
is notable for the high caliber of men 
attracted from private life to serve in 
administrative posts. Its stabilization 
plans, though severely shaken by last 
year’s earthquakes and tidal waves, 
remain in effect today as positively as 
before. 

Losses from the 1960 disasters 
amounted to $500 million and de- 
vastation covered 52,000 square miles, 
but following government and foreign 
reconstruction efforts excellent re- 
covery was made. 

The _ government’s anti-inflation 
battle has several fronts. A stern 
Central Bank of Chile clampdown on 
commercial bank credit was one of 
the first steps taken. Reserve require- 
ments have been steadily increased. 
A system of variable reserve require- 
ments prevails, with the percentage 
rising as deposits increase. For ex- 
ample, as of last December 16, re- 
serve requirements were increased to 
871% per cent of the increment in de- 
posits since October 1960. 


Rediscountings are strictly limited. 
The discount rate is only 6 per cent, 
but if borrowings exceed a given level 
there is a much higher penalty rate. 
Therefore, credit is quite stringent in 
Chile, with a basic bank borrowing 
rate of about 17 per cent, (including 
commission and taxes, charges which 
are quite prevalent in South America). 


Chile’s 25 private commercial banks 
have plenty of competition, however, 
in their lending activities. Almost 
anyone who has money can be his 
own banker in Chile, and there are 


100) 
1955 
137 
143 


239 
123 


1956 
160 
175 
331 

153 


1957 
179 
234 
414 
174 
112 136 «©6141 «151 
116 132 175 193 


(1960 statistics not yet available) 


1958 
262 
285 
567 
211 


1959 
377 
409 
719 
234 
188 
183 
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many private finance companies, busi- 
nesses, stock-brokers and others lend- 
ing funds at rates ranging upwards of 
20 per cent. 


Borrowers Were Winners. For 
many years, from the end of World 
War II until 1958, Chilean currency 
was continually being devalued. As 
a result, there was an all-pervasive 
feeling sweeping the country that 
there was no point in saving but that 
instead the only way to operate 
profitably was to borrow money as 
prices rose sharply. Since there were 
insufficient funds, some stockbrokers 
(who are empowered to accept de- 
posits) made lending their main busi- 
ness and extended loans at rates of 
over 50 per cent to eager borrowers. 
Speculators made fortunes, and bor- 
rowers were the winners as inventories 
doubled in value in less than a year’s 
time. 

Success of the stabilization program 
brought all of this to an abrupt halt. 
With the first signs that inflation was 
being checked, the stock market 
crashed and the fantastic credit system 
broke down, partly of its own accord. 
Those who did not know how to live 
without extreme inflation were hard 
hit as the upward spiral of prices and 
interest rates slowed. Many of the 
high-rate lenders, including some 
stock brokers, were unable to collect 
loans, and were thus forced into bank- 
ruptecy; some fled the country, re- 
portedly going to Venezuela. 


The government’s stabilization pro- 
gram also has been effective because 
it has allowed banks to pay interest— 
for the first time—on dollar deposits, 
thereby encouraging them to bid for 
dollars. U.S. dollar aid and foreign 
loans negotiated abroad also have 
been factors contributing to new sta- 
bility in Chile. 

Steady wage increases in Chile have 
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accompanied the sensational advance 
in prices over the past decade. Last 
December, the government passed a 
law providing for a 15 per cent wage 
increase for all workers covering the 
years of 1959 and 1960 where such a 
raise had not already been given. 
Asking industry to hold the line 
against further price increases as a 
result of these wage boosts, the 
government pledged in turn that in 
1961 it will not legislate new increases 
in compensation but instead insist 
that current levels be maintained. 
Whether this will be accomplished is 
a matter of considerable speculation. 


Costly Cars. As in most other 
South American countries, the cost of 
importing many goods into Chile is 
prohibitively high. A $3,500 U. S. 


automobile, for example, costs $15,000 
and similar comparisons could be made 
for a long list of goods. 


There are no literal restrictions on 
importing, but before bringing in 
goods from abroad an individual or 
company must put up ten times the 
cost of the imports in dollars in the 
central bank to be held until the im- 
ports are delivered. Instead of dollars, 
importers can put up Chilean dollar 
bonds, but since they usually do not 
have these bonds in sufficient volume 
they often borrow the obligations and 
pay up to 3 per cent monthly interest 
for the privilege. The government 
obtains an important part of its reve- 
nues through this type of financing. 


There is no long-term internal 
Chilean debt, because the government 
has been unable to sell bonds in periods 
of rampant inflation. Much of the 
current debt -is represented by 180- 
day 5 per cent paper sold to the banks, 
who are willing to accept such a low 
rate because they are allowed to use 
part of their reserves to buy the issue. 


Recent evidence of stabilization in 
Chile is encouraging, but there re- 
mains the question of whether the 
people will continue to tolerate stern 
measures to control inflation. This, 
as elsewhere in South America, is a 
fundamental question. Any reforms 
must be gradual, some Chilean 
bankers insist, saying that to act 
otherwise would be like jumping out 
of a 35th story window without a 
net below. 


Cradle-to-grave social security goals 
are a leftover in Chile from former 
regimes, as in Argentina and other 
Latin countries. Total social security 
payments comprise half of the na- 
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tional payroll and constitute a heavy 
drain on government spending in those 
industries that are nationalized. 
Recent developments, however, are 
an encouraging sign for the future, 
and Finance Minister Eduardo Figue- 
roa has announced a national develop- 
ment program calling for an increase 
in productivity of 5.5 per cent in 1961 
and an accelerated rate in future years. 


Progress in Perspective. If rich 
South America’s economic progress 
has been spectacularly erratic, if de- 
pressions have followed booms and 
currency crises have followed brief 
interludes of stability, it is still well 
to recall the tremendous advances 
that have been made since the 
twentieth century dawned. Progress 
is relative, and if the various re- 
publics can meet the great challenges 
of utilizing human resources to ex- 
ploit and develop vast natural wealth, 
a brilliant future lies beyond the 
horizon. 


But it also can be fully expected 
that violent symptoms of social unrest 
and political upheavals will occur be- 
fore economic maturity is attained, 
just as adolescence is always a time 
of instability. 


The Big Need South America’s 
most urgent, pressing need is capital. 
With the world’s fastest growing popu- 
lation rate and with rising demands 
by a better educated citizenry, it is 
increasingly difficult to maintain a 
satisfactory rate of economic expan- 
sion. Indeed there has been a gradual 
five-year trend toward declining pro- 
duction and income. 


New U. S. private investment in 
South America declined between 1958 
and 1960, partly because of recession 
here and partly because of increasingly 
attractive opportunities in Europe, 
and threats of restrictions, currency 
or otherwise, in countries such as 
Venezuela. It is essential that some 
South American countries create a 
more favorable climate for foreign 
capital. 

The present rate of South America’s 
economic expansion makes it unlikely 
that the expanding labor force can be 
absorbed in years ahead. A history 
of inflation, bureaucratic excesses, de- 
teriorating terms of trade all have 
conspired against greater progress 
since World War II. 

Capital to foster South America’s 
growth and to avoid emergence of 
alien political doctrines can derive 
from only three sources: 1) foreign 


aid, 2) foreign investment, 3) intern- 
ally-generated savings and _ invest- 
ment. 

The last is by far the most im- 
portant. South America currently is 
investing at the rate of only one-sixth 
its gross product, not enough to meet 
rising needs. Self help is the surest 
means of development for any region, 
but increasing internal savings is 
easier said than done. The great 
poorer sections of population have 
little margin for saving. Rampant 
inflation is some countries has de- 
stroyed the will to save. Voluntary 
savings in the past has come more 
from undistributed earnings of com- 
panies than from individuals. 

Vigorous pursuit of the economic 
stabilization programs that have been 
introduced in recent years, plus fiscal 
and governmental administrative re- 
forms, obviously are essential to stimu- 
late savings. Budget surpluses also 
are an excellent means of increasing 
savings, and in this connection it is 
to be hoped the day will come when 
South American voters will support 
governments that will increase taxa- 
tion when necessary and take strong 
measures to prevent tax evasion, 
which now is commonplace. The pro- 
portion of national income currently 
taxed is only 10 per cent, several 
times less than the U. S. 

The days when the U. S. can afford 
liberal dollar aid obviously are num- 
bered by the hard realities of this 
country’s international position, and 
the ability and willingness of other 
countries to donate funds for South 
America’s development may be seri- 
ously questioned. Moreover, the 
temperament of the Latin peoples is 
such that charity does not earn their 
goodwill. 


The IADB. A big step in the right 
direction is the new Washington- 
headquartered Inter-American De- 
velopment Bank, that began func- 
tioning in October with $1 billion in 
capital. This is intended to operate 
on well-conceived banking principles. 
The new bank is one to which Latin 
America contributes substantial re- 
sources and for the management of 
which it assumes large responsibility. 

The aim is to build up responsible 
participation on the part of Latin 
American countries in the sound over- 
all development of their economies. 
Goals of the bank are not only to 
utilize its capital funds for financing 
development of member countries, but 
also to promote investment of public 
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and private capital, to assist member 
countries to achieve growth through 
better utilization of their resources, 
and to provide technical assistance 
for financing and carrying out de- 
velopment plans. But even this 
promising new institution may not 
be able to do the job alone. 


Given the necessity of foreign capi- 
tal for further Latin development, 
there remains one logical road: that 
of private investment. The great 
needs of South America may be di- 
vided between 1) communications, 
2) highways, 3) ports, 4) pipelines, 
5) hydroelectric power. 


Suggested Solution. To attract 
funds from the U. S., West Europe 
and Japan for these purposes, South 
American countries could establish 
several supra-national authorities with 
specific development goals. These 
authorities would be empowered to 
issue 15-year bonds which would take 
precedence above all other indebted- 
ness. For example, one authority 
could be established by Colombia, 
Peru, Venezuela and Ecuador; an- 
other by Brazil; and another by Chile, 


GOLD 
(Continued from page 30) 

Time for Action. Some of our global 
thinkers and military strategists in 
Washington have refused to recognize 
that international payments have to 
be balanced and that if we do not do 
so deliberately, while there is time, 
we shall have to do the job under 
pressure, in a crisis. They should 
understand that action, not wishful 
and fuzzy thinking, is needed. 


There could be no consequence of 
the forthright action necessary to cure 
this problem that could hurt us as 
much as to continue such huge inter- 
national payments deficits. Failure to 
bring our balance of payments under 
control could entail serious conse- 
quences such as: 


® Intensification of the repatriation of 
foreign funds. 


@A flight of American funds to for- 
eign countries. Clearly, Americans, 
too, get excited about the price and 
the outflow of gold. (Declaring the 
holding of gold abroad illegal is a 
piecemeal measure, and largely un- 
enforceable.) 

®@A drastic increase in interest rates 
by the Federal Reserve. This classic 
method of halting a gold outflow 
would be highly undesirable for three 


March 15, 1961 


Argentina, Paraguay and Uruguay. | 

These bonds could be marketed in) 
the financial capitals of the free world) 
and made payable in various hard! 
currencies. They would be junior 
regional equivalents of World Bank) 
bonds. The successful experience of 
the World Bank would be a basis for 
such financing. 


This would be a realistic solution 
to the capital problems of South 
America, would eliminate the need) 
for gifts from abroad which could 
seriously impair U. S. financial stand- 
ing, and would preserve the dignity 
and earn the respect of the proud 
Latin peoples. 

Relentless pursuit of the stabiliza- 
tion programs -introduced in recent 
years, and success in stemming the 
heavy tides of inflation, remain funda- 
mental long-rang necessities in at- 
tracting capital either internally or 
from abroad. These programs, hing- 
ing on the responsibility of the govern- 
ments and dedication of the banking 
systems, can build confidence and ful- 
fill the destiny of South America in 
its struggle for rapid development. 


reasons: 1) it would run counter to 
the role of gold in the modern economy 
as it would either cause, or aggravate, | 
a decline in domestic business activity ;) 
2) it would be difficult from a political! 
standpoint as the sharply higher in-| 
terest rates would have a serious ad-| 
verse effect on business activity; 3) it 
would have little effect on the basic’ 
causes of our difficulties—namely, 
military expenditures abroad, foreign| 
dollar aid and capital exports. 


@ Intensification of the balance-of-| 
payments crisis could cause people to 
start drawing on their cash savings in| 
financial institutions. 
@ An embargo on further sales of gold’ 
to foreign central banks and govern- 
ments: Such a halt of gold sales would} 
cause drastic depreciation of the 
dollar in world markets as _ there 
would be a race to convert dollar| 
balances into other currencies. This| 
would necessarily lead to competitive} 
devaluations and restrictions against 
the American goods cheapened by the| 
dollar’s depreciation. Such an embargo 
would be an act of desperation, with 
the Communists the only winners. 








As this enumeration indicates, the 
possible penalties of inaction are so 
serious that it is imperative for 
remedial action to be taken—NOW. 
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CURRENT COMMENT 


End in Sight 


The First National Bank of Boston, 
in its monthly New England Letter: 
7; ene VIEWS about the out- 

look are common, which is 

not surprising. One extreme 
seems to be in Wall Street, where a 
pretty consistently advancing stock 
market appears, for one thing, to 
be expressing optimism over the 
future of business and profits, al- 
though perhaps a little ahead of 
schedule. The other pole is prob- 
ably in Washington, where the ex- 
treme “viewing with alarm” in 
some quarters must be suspect, as 
a means of expediting some of the 
legislative programs of the new 
Administration. While it now seems 
clear, allowing for available evi- 
dence, that over-all activity in the 
first quarter will be lower than 
many had anticipated, there is a 
growing feeling in many responsible 
quarters that we may be very close 
to the bottom of this period of con- 
traction. 


Capsule Review 


The Federal Reserve Board, in its 
monthly Bulletin: 


XPANSION of total credit in 1960 
was below the record break- 
ing level of 1959, as econom- 

ic activity increased somewhat in 
the first half of the year and then 
declined. Financing in credit mar- 
kets in 1960 totaled an estimated 
$37 billion, two-fifths less than in 
1959. With less demand for funds, 
interest rates declined. . . . About 
half of the decline in credit expan- 
sion last year represented reduc- 
tion in Federal Government finan- 
cing needs. 


The Biggest Worry 


Dale E. Sharp, president of Morgan 
Guaranty Trust Co. of New York, 
in an address before the Florida 
Financial Forum: 

‘AR MORE IMPORTANT than our 
gold reserve position, and po- 
tentially perhaps more im- 

portant than our balance-of-pay- 
ments position, is the need of main- 
taining the world’s confidence in 
the strength of the dollar. And by 
the strength of the dollar I do not 


mean only the gold content of the 
dollar, or the gold redeemability of 
the dollar, or the price of the dollar 
in foreign-exchange markets. Basic- 
ally, I mean the domestic pur- 
chasing power of the dollar; for 
unless this is maintained, the 
others cannot be. Even if our inter- 
national payments were in balance 
and our gold reserve twice as large 
as it is, our foreign creditors would 
be worried, and rightly so, if we 
showed signs of letting inflationary 
pressures at home get the upper 
hand. 


Time to Shorten? 


Aubrey G. Lanston & Co. Inc., in 
its weekly bond letter: 


SSUMING that the present opera- 
tion of the Fed in the bond 
market is a nudging opera- 

tion only and does not contemplate 
any substantial outlay of money at 
some future point, then it behooves 
the investor who is contemplating 
action to shorten his portfolio (and 
the speculator who is counting on 
higher prices later for a profit) to 
take advantage of future market 
improvement in order to accom- 
plish his objective. Those who wait 
until interest rates have reached 
whatever levels the authorities may 
have in mind may find that the 
authorities do not intend to spend 
the money that may be necessary 
to keep them there. 


Consumers & the Cycle 


The Federal Reserve Bank of Phila- 
delphia, in its monthly Business 
Review: 


ONSUMERS are playing an in- 
creasingly active role in de- 
termining the course of the 

economy. Once consumer spending 
was linked closely to production— 
how much consumers spent largely 
depended on how much they 
earned by productive goods. Con- 
sumers were relatively passive, and 
fluctuations in production caused 
the ups and downs in the economy. 
Today, however, the tie between 
spending and production has been 
loosened considerably by increased 
savings, the greater availability of 
credit, the growing importance of 


services, and by governmental in- 
come-generating programs. Thus, 
consumer market decisions—to buy 
or not to buy—are, more and more, 
a causative factor in the business 
cycle. 


Portfolio Policy 


Samuel H. Woolley, vice president of 
The Bank of New York, in an ad- 
dress before the Mid-Winter Trust 
Conference of the American Bankers 
Association: 


HILE the investment of (trust) 
funds in common stocks 
necessarily entails risks, 

these risks, in my opinion, should 
be relative and not absolute. Under 
the circumstances, and bearing in 
mind the probability of the increas- 
ing domination of the large cor- 
poration in the economic complex, 
it would seem to me that the back- 
bone of our common stock trust 
accounts should and will be made 
up of the securities of our basic 
companies. Inasmuch as _ future 
price enhancement is likely to be 
based more upon earnings growth 
than upon still higher price-earn- 
ings ratios, the selection of the ba- 
sic stocks will be increasingly im- 
portant; and in our work at the 
bank, our thinking runs toward an 
expectation of a minimum growth 
rate of 6 per cent annually as one 
of the qualifying requirements for 
this basic section of the portfolio. 
. . . A second portion of the com- 
mon stock section of an account 
might permit us to take advantage 
of cyclical movements. This section 
might also provide room to take 
advantage of opportunities to ac- 
quire stocks that have fallen out of 
favor for one reason or another and 
which might be selling far out of 
line with the basic values and the 
ultimate earning power behind 
them. ... Finally, a third por- 
tion of the fund should provide us 
with a more direct participation in 
the new areas of promise that arise 
in a changing world. . . . Because 
of the higher degree of uncertainty, 
however, it might be well to limit 
the amount of such issues to a 
modest percentage of the common 
stock section of the fund, based 
upon account considerations. 
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Are Your Funds too long in Transit? 


One million checks—or more—spin through the 136 IBM proof machines in our Central 
Clearance Department each day. This department, staffed by more than 400 skilled employees, 
works 24 hours a day, including Saturdays and most holidays. Our correspondent banks thereby 
obtain the benefit of earliest possible presentation of their items. 

In addition, Manufacturers Trust Company has developed a number of other “availability 
aids,” including: 


e Individually imprinted 3-part carbon- e¢ Air mail pouch stickers, with frequent 
less cash letter forms. airport pickups. 


e Hourly pickup of cash letters from a 


e Self-addressed cash letter envelopes in 
24-hour post office. 


several sizes to meet the volume needs 
of the individual bank. e Direct sendings to non-Federal points. 


Let us write you in more detail about the advantages of using Manufacturers Trust Company 
for cash letter and collection sendings. Just tear out this advertisement and mail it to National 
Department, Manufacturers Trust Company, 44 Wall Street, New York 15, N. Y. 


MANUFACTURERS TRUST COMPANY 


HEAD OFFICE: 


44 WALL STREET, NEW YORK 15, N. Y. 


Member Federal Deposit Insurance Corporation 
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Common Stock Analysis 


AMERICAN CHICLE CO. 


This is the second largest 
manufacturer of chewing gum, 
accounting for some 25% of 
industry sales. Of late, the 
company also has diversified 
into the semi-proprietary field. 


At around 80, the stock is 
selling for 24 times estimated 
1960 earnings of $3.40 to 
yield 2.5%. Over the last five 
years, earnings have increased 
at a compounded annual rate 
of 9.2%. By 1965, net could 
approximate $4.50. 


By WILLIAM S. JACKSON, JR. 


HE CHEWING GUM INDUSTRY is not 
to be viewed as a growth in- 
dustry. Yet growth is the pre- 

occupation of Wall Street, and the 
success of any stock over a period of 
years virtually depends upon posses- 
sion of this fetishistic growth quality. 
Why then survey American Chicle— 
the second largest factor in the slow 
gaited chewing gum industry? The 
answer of course is that the company 
appears to be superior within its own 
industry on the one hand, and to of- 
fer attractions outside its own in- 
dustry on the other 

At this point in market history, the 
Dow-Jones Industrial Average has 
climbed steadily from a two-year low 
of 566 in October 1960 to a high of 
662 last month. Yet during this 
period, and indeed throughout 1960, 
Wall Street has been in the process of 
revaluing and modifying downward 
the premium to be placed on growth 
in certain areas. The reason is that 
anticipated growth often has not 
been realized. 

But we find that American Chicle, 
which will report record earnings for 
1960 this month, is selling at an all- 
time high (80). No disappointment 
exists here because the expected rate 
of growth, though relatively strong, 
was not achieved! 

Seemingly investors are not only 
demanding growth but they are 
specifying that growth be at an even 
rate from one year to the next. Sharp 
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growth for one year of, say, 25% 
followed by no growth the following 
year is not valued so highly as a 
growth rate of 12-13% that is sus- 
tainable year after year. Perhaps, too, 
this preference is only logical in view 
of the continual striving of investors 
to remove uncertainty—their un- 
bearable cross. 

In this new refinement of investor 
demand, American Chicle qualifies 
grandly because per-share earnings 
have risen in neatly graduated steps 
for the last several years. (This de- 
mand for consistency of earnings also 
may serve to explain the readiness of 
investors to embrace utility stocks 
and even to place higher earnings 
multiples on many of them than on 
the more volatile industrials.) 

Under this thesis, it is entirely 
fitting that the consistently progress- 
ing American Chicle currently sells 
at 24 times estimated 1960 earnings 
of $3.40 while the Dow Industrial 
Average sells at 20 times estimated 
earnings. 


Sales & Earnings. In 1959 the 
company earned $9.2 million on sales 
of $68.7 million—a profit margin of 
13.8% During the ten year period 
1950-59, sales, earnings, plant ac- 
count, cash flow, and book value all 
approximately doubled. More signif- 
icantly, earnings and book value also 
doubled on a per-share basis. The 
fact that dividends have almost but 


AMERICAN CHICLE: 


Net 


Year Sales 


Income 
Before Taxes 


not quite doubled would suggest the 
possibility of some improvement in 
the near future, as would the low 
yield of 2.5% at present prices. 

Earnings (and presumably sales) 
showed further gains last year. Nine- 
month-1960 earnings, aided in part 
by a price boost for stick gum, in- 
creased to $2.58 a share from $2.43 
in the like period of 1959. Full-year 
net probably approximated $3.40, 
compared with $3.21 in 1959. 

The outstanding characteristic of 
American Chicle’s growth has been 
its consistency, with a compound 
annual rate of 9.2% for earnings and 
a 6.8% compound rate for sales over 
the last five years. The latter figure 
is double the industry rate. 


As much as 25% of total sales are 
made abroad. Outside of Canada and 
Europe, foreign competition would 
seem to be confined to smaller re- 
gional gum producers. South America 
in particular appears to offer the pros- 
pect of further development—and at 
higher margins of profit than realized 
in the U. S. 

Capital efficiency is another not- 
able feature of American Chicle. 
Return on net worth has averaged 
20% for 10 years, and in 1959 the use 
of capital to produce profit was fur- 
ther increased to 21.8%. Accounting 
for some of this improvement has 
been the widening of profit margins 
in recent years. This enhancement of 


10-YEAR SUMMARY 


Net Income 
Per 
Share * 


Net 
Income 


In Millions 


1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 64.3 
1959 68.7 
*Based on 2,863,430 shares outstanding. 


$35.1 
38.4 
47.8 
47.6 
49.4 
50.8 
54.1 
62.3 


10.1 


12.1 


15.1 


$ 8.6 
8.9 


11.2 
12.0 


127 


16.6 
18.4 


$4.8 
4.2 
4.1 
4.7 
5.8 
6.0 
6.5 
8.0 
8.4 
9.2 


$1.67 
1.46 
1.43 
1.64 
2.02 
2.09 
2.27 
2.79 
2.93 
3.21 
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(Magic in WVumbers 


In legends, rubbing a lamp activated a genie to 
appear and perform miraculous feats. Today, magic 
is performed by electronic equipment. And, in me- 
chanical check handling there is magic in numbers 
encoded in magnetic ink. 


ee 


To be “read” electronically, checks must be produced 
according to exacting standards. Bergstrom safety 
papers possess the proper surface for both printing 
and writing ... they have been use-tested by leading 
check printers and they have the strength to with- 
stand the rigors of machine sorting. And, they 
are safe. 


We will be pleased to send you samples. 


BERGSTROM PAPER COMPANY 


NEENAH, WISCONSIN 
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profit also must be attributed in part 
to the introduction of new products 
that verge toward proprietary drugs. 


Industry Characteristics. The four 
types of chewing gum marketed are 
stick or slab, candy coated, bubble 
and medicated, though stick of 
course has the largest market, fol- 
lowed by candy coated and then 
bubble. Of the many flavors avail- 
able in all types, peppermint repre- 
sents 50% of production. Spearmint 
is the next most favored flavor. Ac- 
cording to the National Association 
of Chewing Gum Manufacturers, the 
estimated per capita annual con- 
sumption is about 184 sticks. The 
10-30 age group is the largest user of 
chewing gum, a fact that should tend 
to support some increased consump- 
tion in future years. 


All told, 68% of chewing gum is 
sugar, 20% is gum bases, 16% corn 
syrup and 1% is flavoring. Imports 
of chicle into the U. S. have been re- 
duced over the last 15 years through 
the substitution of synthetics for gum 
base. Since chicle is the main raw- 
material cost-item at seven times the 
cost of sugar, the chewing gum 
companies early adopted the LIFO 
method of inventory valuation for 
this material. Mexico is the chief 
source of chicle, but nationalization 
of chicle by the Mexican Government 
in 1946 hastened the use of synthetic 
bases, which now account for the 
larger part of all gum bases used. 
These synthetic bases include syn- 
thetic resins (poly-vinyl-acetate) and 
synthetic rubber, which, unlike chicle, 
do not require moisture removal or 
purification. 


Sales growth of chewing gum has 
been faster than the population 
growth of the U. S. (2%) for many 
years. Promotional campaigns have 
developed strong consumer habits 
with the result that sales of chewing 
gum are less vulnerable to economic 
depressions than beverages and can- 
dies. Just why one brand of gum 
should be chosen over another is a 
matter of taste, and for this reason 
the advertising and promotional ex- 
penses of chewing gum companies 
represent large segments of the sales 
dollar. 


American Chicle achieves about 
25% of total industry sales, is the 
second largest factor in the industry. 
Wrigley is first with 40% of sales 
while Beech Nut Life Savers is third 
with 15%. This control of the market 


allows competition to center on pro- 
motional activities instead of ruinous 
trade practices. The fact that Wrigley 
dominated the markets, and was un- 
interested in raising the price of gums, 
has put pressure on profit margins 
for a number of years, and is further 
testimony to the ability of American 
Chicle’s management in maintaining 
rising earnings year by year. Though 
costs have increased, the size of the 
package has not been reduced, and it 
was not until May 1960 that a whole- 
sale price increase was effected (20 
packs costing 60c instead of 55c). 


The relatively heavy cost of man- 
ufacturing machinery should prevent 
the entry of new competition, though 
it has not burdened the industry with 
heavy fixed or contingent charges. 
Also, the new machinery has held 
costs to a minimum and is the reason 
why labor represents so small a part 
of costs. 


History. American Chicle was in- 
corporated in 1899 in New Jersey as 
a consolidation of six chewing gum 
manufacturers, among which familiar 
names are Adams & Sons Co., Bee- 
man Chemical Co. and W. J. White 
& Son. The Canadian Chewing Gum 
Co. Ltd. was organized in 1910 and 
in the same year control was acquired 
of the Sen-Sen Chiclet Co. Full ac- 
quisition of the latter in 1914 brought 
with it the properties, trademarks 
and tradenames of an organization of 
eight American, Canadian and Eng- 
lish producers, including T. B. Dunn 
Co., Frank H. Fleer Co., Curtis & 
Son Co. and the Grove Co. Assets of 
the Sterling Gum Co. were purchased 
in 1916. 


Though owning 100% voting con- 
trol in some dozen companies, of 
which two are inactive, American 
Chicle functions primarily as an 
operating company. Important 
brands of chewing gum manufactured 
are Chiclets, Dentyne, Black Jack, 
Adams Clove, Grape and Wild Cher- 
ry, and Beeman’s Pepsin. Also pro- 
duced are Clorets gum and mints; 
Rolaids, a stomach acid neutralizer; 
and Sen-Sen, a confection. As noted 
elsewhere, chief raw materials are 
chicle and other gums imported from 
Mexico, Central America and the 
Far East; sugar; essential oils; and 
corn syrup. 


Factories in the U.S. are at Long 
Island City, N. Y. and at Rockford, 
Ill. (a highly efficient plant only 
three years old), while the newest 
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plant is in Toronto, Canada. Other 
factories are located in Mexico, 
Argentina, Venezuela, Brazil, Colom- 
bia and South Africa. Executive of- 
fices are at Long Island City. 


From an annual sum approximat- 
ing $600,000 spent on_ research, 
American Chicle developed Clorets, a 
chlorophyll chewing gum, in 1952, 
and Rolaids, a medicinal candy for 
stomach distress and upset, in 1955. 
Both of these are higher margined 
items than chewing gum and do not 
suffer from gum’s restrictive 5c price 
ceiling. The most recent product in- 
troduction has been Coughlets, a 
cough remedy chewing gum and 
hence a semi-proprietary. Incidental- 
ly, the cough remedy market amounts 
to $45 million annually. 


Financial Position. The capitaliza- 
tion of American Chicle consists 
solely of 2,863,430 shares of outstand- 
ing common stock, of which directors 
own 3.38%. An additional 44,271 shares 
are reserved for options for officers 
and employees but only 24,471 have 
been optioned. The common stock 
was split 3-for-1 in 1947 and 2-for-1 
in 1958, and a 10% stock dividend 
was paid in 1956. 


At the end of 1959, current assets 
of $37.3 million exceeded current 
liabilities of $10.5 million to reflect a 
current ratio of 3.55, a figure that 
has been maintained for the last five 
years. Cash and liquids alone ex- 
ceeded current liabilities by $7.7 
million, and no bank loans were out- 
standing. Net property account was 
carried at $12.1 million after a de- 
preciation reserve of $9.8 million, 
with depreciation on a straight line 
basis. Inventories are valued at 
lower of cost or market except for 
chicle valued on the LIFO basis. 
Certain smaller subsidiaries in South 
America, representing total net as- 
sets of $2.2 million, have been ex- 
cluded from the otherwise consoli- 
dated balance sheet because of severe 
exchange restrictions. 


Cash dividends are currently at the 
rate of 40c quarterly with an extra 
40c paid at the end of the year fora 
total payment of $2.00. With earn- 
ings going up each year, another in- 
crease in the dividend is quite 
logical since the company has tended 
to pay out about two-thirds of earn- 
ings. Dividends have been paid every 
year since organization in 1899. 


Because of their conservative 
nature, chewing gum companies tend 
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to sell on the market at high price- 
earnings multiples, and dividend 
yields are frequently less than those 
on the Dow-Jones Industrial Average. 
The shares are relatively inactive and 
day-to-day price changes are general- 
ly narrow. Despite this, it is interest- 
ing to note that American Chicle 
is held by numerous banks in trust 
accounts and by others institutions. 
What’s more, institutional interest 
in the stock appears to be on the in- 
crease. 


Summary & Conclusions. During 
these uncertain times when the in- 
vestment community is sharply di- 
vided between viewing the economy 
as in a tailspin and as in an incipient 
resurgence, the chance to straddle 
the debate by investing in American 
Chicle is appealing. 


American Chicle is a quality com- 
pany with a record of good growth in 
per-share earnings in recent years, 
and such improvement has been re- 
markably consistent. The company is 
debt free and the number of shares 
outstanding is relatively small. Man- 
agement is superior and labor costs 
are small. 


The company has researched new 
and profitable products outside of 
the chewing gum field, while the lat- 
ter, though not offering growth, does 
offer great stability and recession- 
resistant characteristics. The impli- 
cation is that other products will be 
developed, and that on this basis the 
company could achieve sales of $100 
million, earnings of $4.50 a share and 
dividends of $3.00 by 1965. 


Though negative arguments can 
be advanced that the American 
chewing gum market is saturated and 
that the price increase last year did 
not produce commensurate profits, 
we are more susceptible to the con- 
structive view of American Chicle. 
We would expect American Chicle 
to maintain or improve its competi- 
tive position by able merchandising 
and diversification. Nor would we be 
surprised if the nature of the diversi- 
fication were to include other than 
internally developed products. 

Basically, we would liken American 
Chicle to the utility industry in that 
both growth potentials and defensive 
qualities are inherent. For these 


reasons, as well as the one of in- 
dicated increasing institutional ac- 
ceptance, we would suggest careful 
investment consideration for Amer- 
ican Chicle. 
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OPERATING NEWS & TRENDS 


INNOVATIONS 


Bank Pilots Automated 


Accounting Center 

The Waterbury (Conn.) National 
Bank recently became the first na- 
tional bank in the country to receive 
“pilot plan’? supervisory approval of 
the formation of the Automated 
Accounting Center of Connecticut as 
a division of the bank. Said President 
Harlan H. Griswold, ‘‘The Center will 
be able to furnish computer and elec- 
tronic data processing services to hun- 
dreds of companies that could not, by 
the wildest stretch of imagination, 
afford their own installation . .. nor 
indeed, could this bank acting solely 
on its own.” 

The Center’s equipment consists of 
five National Cash Register electronic 
posting machines, an N. C. R. elec- 
tronic sorter-reader, and a recently 
installed Bendix G-15 computer with 
magnetic accessories and sorter coup- 
ler. Computer and magnetic tape 


SYSTEMS 


A Computer User’s Computer 


Burroughs Corporation has an- 
nounced a new solid-state electronic 
information processing system, called 
the B5000. According to Ray R. Ep- 
pert, Burroughs president, the me- 
dium-priced system will provide large- 
scale performance for both business 
and scientific problems ‘‘with an ease 
of operation some computer experts 
predicted would not be forthcoming 
for another decade.” 

“The B5000,” continued Mr. Ep- 
pert, “is a computer user’s computer 
because it abandons the piecemeal ap- 
proaches of conventional machines to 
attack the total problem-solving pro- 
cess—from problem analysis and state- 
ment through programming, debug- 
ging, and processing to final results. 
Like other large-scale electronic sys- 
tems, the B5000 is fast (execution time 
for the add operation is three micro- 
seconds or more than 250,000 additions 
per second), but Burroughs designers 
have found a way to use this speed 
efficiently and close the communica- 
tions gap at the same time. 


“The master control program will 
permit maximum efficient operation 
with minimum human intervention. 
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accessories are shown in photo with 
part of the electronic sorter-reader in 
the left foreground. 

Described as one of the simpler 
computations that the computer is 


Virtually self-regulating, the system 
schedules and keeps track of its own 
workload, automatically by-passes cer- 
tain units if they malfunction, and ad- 
vises its operator when he makes a 
mistake. 

“In summary, the B5000 represents 
a new total systems approach that 


bs 


capable of performing is the Addition 
of 48,600 seven-digit numbers, a task 
requiring one minute but which would 
take an average person three working 
weeks, without allowing for errors. 


will 1) permit easier, faster and far less 
costly programming; 2) result in higher 
productivity because of its new stand- 
ard of automatic operation; 3) make 
multiple and parallel processing in- 
dependent programs practical for the 
first time, and 4) permit expansion or 
contraction of a system without re- 


Scale Model of B5000. From left: Burrough’s James R. 
Bradburn, Ray R. Eppert & Ken T. Bement. 
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programming through a new concept 
of program-independent modularity.” 

The systems will rent at from 
$13,500 to $50,000 a month, depend- 
ing on their size, and sale prices will 
range from $540,000 to $2,000,000. 
First deliveries will be made in 18 
months. 


For Streamlining Branch 


Loan Accounting 

A system by means of which one 
branch may take care of the loan ac- 
counting needs of a number of others 
has been installed by the Philadel- 
phia National Bank in groups com- 
prising four and five branches, re- 
spectively, with more to come. It 
involves the use of a National Cash 
Register posting machine in con- 
junction with a Model 110 Copyflex 
diazotype copying machine, (left 
above) manufactured by the Charles 
Bruning Company, Inc., Mt. Pro- 
spect, Ill. 

Key factor in the new system are 
the translucent master ledger sheets 
which are made up on the NCR 
machine. Each month the up-dated 
ledger sheets are run through the 
Copyflex machine which produces 
sharp black and white copies in a 
matter of seconds. The latter then 
become the monthly billing state- 
ments, replacing the ledger and in- 
terest cards formerly employed. 

Tops of the bills thus produced are 
returned with remittances to the 
banks where they serve as posting 
media. The bottom half, which con- 
tains all the figures relative to the 
status of his loan, is retained by the 
borrower for his information. Since the 


March 15, 1961 


same ledger sheet is used for each 
billing, the borrower’s copy is ac- 
tually a cumulative history of the 
loan. 

Upon completion of the billing, 
the entire ledger is reproduced on 
the Copyflex machine. The resulting 
copies of individual loan accounts are 
then distributed to the respective 
branches in which they originated, 
enabling them to discard those pre- 
viously on file. 

Among the advantages cited by 
Thomas M. Duthie, assistant vice 


For Electronically 
Rejected Checks 


Of the approximately 500,000 
checks handled each night in the seven 
ERMA processing centers maintained 
by the Bank of America, some 10,000 
were found to be folded or crumpled 
in such a way as to cause their re- 
jection. To restore these checks to an 
automatically operable condition, the 
bottom portion would be extended by 
attaching a piece of paper which could 
then receive the necessary encoded 
information. An effective means of ex- 


president of the bank, are 1) the 
elimination of errors incident to the 
manual transcription methods pre- 
viously employed, 2) the streamlining 
of the billing procedure, and 3) more 
complete and more accurate records 
for both the branch and the borrower. 

Shown (right above) as they ex- 
amine one of the translucent ledger 
sheets are (from |. to r.) Mr. Duthie, 
John Gehrig of the bank’s loan de- 
partment, and W. Bruce Fye, vice 
president in charge of its Bucks 
County offices. 


pediting this process was devised by 
Avery Label Co., 117 Liberty St., New 
York, N. Y., who developed a special 
pressure-sensitive label which was 
coated along one edge with Perma- 
Grip adhesive and dispensed by a 
machine especially engineered for the 
job. 

The First National Bank of San 
Jose has already installed this system, 
using a Burroughs sorter. 

Electronic processing of checks can 
continue despite short-circuiting of 
system by mutilation of checks by 
extension of bottom portion with a 
pressure-sensitive label, especially de- 
veloped by Avery Label Co. for the 
Bank of America. Label! is re-encoded 
and fed through sorters and other 
automatic bookkeeping equipment. 


INSTALLATIONS 


First of Denver 


The First National Bank of Denver 
has taken delivery of the first com- 
ponent of the General Electric 210 
Data Processing System, an electronic 
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sorter-reader. It is expected that 
the complete system will be in oper- 
ation by May of this year. Starting 
with demand deposit accounting, it 
is anticipated that the data process- 
ing system will ultimately be used 
in the handling of loan and trust ac- 
counting, along with the bank’s other 
record-keeping tasks. Over 90 per 
cent of the bank’s customers are now 
using magnetic encoded checks and 
deposit tickets. 


Worcester County National 

Two and one half years ago the 
Worcester (Mass.) County National 
Bank made headlines by installing 
an IBM 305 RAMAC data pro- 
cessing system. 

Last month the bank did it again, 
this time with the arrival of its 2500 
pound IBM 1210 Reader-Sorter which 
will read the information printed on 
checks magnetically and will sort 
the checks at the rate of 60,000 an 
hour, or 1,000 per minute. 

In addition to this equipment, 
an IBM 1201 Proof Inscriber will be 
delivered in the months ahead. The 
Inseriber, in one operation, inscribes 
checks and deposit slips with mag- 
netic characters representing the 
amount the customer writes on the 
check and distributes them accord- 
ing to as many as 32 processing 
categories. 

With the arrival of the Reader- 
Sorter and other new units later in 
the year, total automated book- 
keeping will become a reality in 
some departments of the bank by 
the end of 1961. 


NEW PRODUCTS 
G-E’s Economy 2-Way Radio 


A new line of low-priced, light- 
weight, compact two-way radios 
ideally suited for use by banks need- 
ing auto to office communication 
has been marketed by General Elec- 
tric. 

Called the Pacer, the new units 
operate in low band (27-50 mc.) 
and high band (150-174 me.) and 


have full quality VHF-FM audio. 


The new design is the smallest in 
G-E’s entire line of two-way com- 
munication units, and was designed 
to fit under the dash of the newer, 
smaller vehicles without cramping 
passengers. 

The Pacer weighs only 10 pounds, 
including a newly-designed micro- 
phone and built-in speaker. 

Address General Electric, Com- 
munication Products Department, 
Lynchburg, Va., for additional de- 
tails. 


Curta’s Compact Calculator 


The Type 2 Curta calculator is a 
new lightweight calculating machine 
introduced by the Curta Company 
for accountants, appraisers, brokers 
and executives who require a precise 
“‘on-the-spot’’ answer for every type 
of mathematical operation. 


Combining the accuracy, speed 
and versatility of a large desk cal- 
culator with the portability of a 
pocket slide rule, the Curta has a 
capacity of 11 digits on the keyboard, 
8 digits on the indicator dial and 
15 digits (corresponding to 999 tril- 
lion) in the answer dial. 


Precision made of stainless steel 
and high grade anodized aluminum 
alloys, the cylindrically shaped Curta 
is only 2 1/16 inches in diameter by 
33% inches high (about the size of a 
fishing reel) and weighs 12 ounces. 
Easily held and operated in one 
hand, the Curta is noiseless in op- 
eration, rust and corrosion-proof and 
does not require an external power 
supply. 

The main barrel assembly con- 
tains the 11 digit horizontal key- 
board with color coded setting knobs 
and movable white decimal markers. 


A number set on the keyboard re- 
mains unaltered until a calculation 
is completed. A driving axle with 
the unique step drum and reciprocal 
cog system passes through the center 
of the machine and is actuated by a 
short radius operating handle de- 
signed for high speed operation. The 
knurled carriage contains the revo- 
lution counter, result dial and addi- 
tional decimal markers. A_ single 
lever will clear the two dials, either 
simultaneously or individually. 


A continuous tens transfer and 
reversing lever permits short-cut 
techniques in the basic operations 
of multiplication, division, addition, 
subtraction and in multiple opera- 
tions involving cubes, roots, per- 
centiles and trignometric functions. 
Automatic stops prevent errors in 
operation or damage from _ over- 
speeding in fast operation. 

Supplied in an attractive dust 
and shock-proof metal container the 
calculator is guaranteed for one year. 
Address The Curta Company, 14435 
Cohasset Street, Van Nuys, Calif. 
for additional information. 


OPERATING BRIEFS 


@ Full utilization of the capacity 
of Minneapolis Honeywell’s com- 
puters was brought a step closer 
for users last month with the an- 
nouncement by the firm’s EDP Di- 
vision of a communications system 
that will enable its electronic com- 
puters to transmit and receive data 
over existing long distance lines 
w hil e simultaneously performing 
other data processing tasks. Data 
communication generally requires as 
little as two per cent of the capacity 
of a powerful computer, according 
to the company. 


@ A new series of closed circuit TV 
monitors for visual communication 
networks in financial institutions has 
been introduced by General Electric 
Company. Engineered to provide 
images of maximum brightness, stead- 
iness and detail over the entire 
viewing area, the monitors feature 
attractive styling, easy maintenance 
and adjustment techniques. 


@ Merchandise National Bank of 
Chicago recently sent all checking 
account customers a supply of de- 
posit tickets printed to show the 
depositor’s name and address. Fur- 
nished without charge as a customer 
time saver service, the tickets serve 
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a dual purpose in that each is en- 
coded in magnetic ink for future use 
in the bank’s electronic bookkeeping 
system. 

@Spearheading the changeover to 
plastic protection for savings and 
coupon books in many banks is the 
Klearsite transparent vinyl jacket 
offered by Savings Specialties Co., 
53 West Jackson Blvd., Chicago 4, 
Ill. Ideal as a promotional item or 
standard equipment, these soil, wear 
and stain resistant jackets are avail- 
able in ten stock sizes and choice of 
four styles. 


EXECUTIVES 


The appointment of JUSTIN C. (JAY) 
TOLTON as manager of its Salt Lake 
City office was recently announced by 
Cummins-Chicago Corp., manufac- 
turers of business machines and Origi- 
nal Document Processing equipment. 


International Business Machines 
Corp. has made known the promotion 
of JOHN R. OPEL to director of com- 
munications, corporate staff, succeed- 
ing DEAN R. MCKAY who was elected 
vice president. 


News from Radio Corporation of 
America tells of the appointment of 
ROBERT BRUCE as manager, govern- 
ment marketing, commercial systems 
department, RCA electronic data 
processing division; and of PAUL A. 
QUANTZ as manager of product plan- 
ning and methods for the industrial 
computer systems department. 


ROBERT L. SCHUTT, formerly Detroit 
office regional manager, has been 
named general manager of the counter 
equipment division of Diebold, Inc. 
Also announced was the appointment 
of JACK O’DONNELL to Philadelphia re- 
gional sales manager of the bank divi- 
sion and DONALD WHIPP as Philadel- 
phia branch manager in the office 
equipment division. 


WILLIAM I. HEROD has been made 
director of public relations for Na- 
tional Data Processing Corporation. 
This is a new position created in an- 
ticipation of increased marketing of 
bank automation and optical scanning 
equipment, which NDP manufac- 
tures. 


Realignment at Mosler 


In line with long range planning for 
growth and diversification, the Mosler 
Safe Company announced today a 
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E. H. MOSLER, JR. JOHN MOSLER 


realignment in top management. 

Edwin H. Mosler, Jr., president, 
becomes chairman of the board and 
John Mosler, executive vice president, 
becomes president. Martin S. Cole- 
man, vice president and treasurer, suc- 
ceeds him as executive vice president 
and continues as treasurer. 

W.A. Marquard, Jr., vice president, 
has been named senior vice president 
and a member of the board of directors, 
and John E. Hampel, sales vice presi- 


dent for the Central and Western re- 
gions, has been named national sales 
vice president. 


In announcing the changes, Edwin 
Mosler pointed out that the realign- 
ment, a result of eight years of plan- 
ning for expansion and diversifica- 
tion, will enable these executives to 
devote more time to the company’s 
continued growth in the fields of elec- 
tronic security, systems housings and 
nuclear protection, and to the super- 
vision of new companies already ac- 
quired during this period. 


Mr. Coleman will be responsible for 
the Western operations of the com- 
pany which include the Hermann 
Safe Company and Mosler-Harbor 
Company, and for Mosler Research 
Products, Inc., the electronics affiliate. 
Mr. Marquard will supervise interna- 
tional manufacturing and the newly 
formed Nuclear and Atomic Protec- 
tive Services Division. 


77 — THE MAGIC OF SPEED 


Those of us who are exposed to 
the magic of speed sometimes find 
that tricks are played on our imagi- 
nation in that we believe things are 
done when in reality they are only 
begun. We read an exciting article 
about some push-button gadget 
that runs a plant from the “black 
box”’ housed in a console, and as 
we read we convince ourselves that 
this is really something. Even the 
concluding statement that the thing 
won't be available for another five 
years doesn’t always bring us back 
to earth. 


Apropos to what? Well, apropos 
to the MICR program, for which 
the basic planning is done but on 
which implementation is just be- 
ginning. This program emphasizes 
speed to such a degree that we our- 
selves get the impression that we 
are moving as fast as a souped-up 
computer, whereas we are simply 
taking one step at a time. When we 
awaken to this, we get the feeling 
that we have been dragging our feet, 
simply because we haven't moved 
as fast as our mental projections. 


What brings this to mind is our 
inquiry of our production group as 
to when we would be completely 
retooled for MICR. The production 
planning group reports that their 
job is virtually finished. They know 
now what they have to do and they 
know how to do it. The imple- 
mentation group reports that their 
work is about 50% under way. In 
other words, actual production of 
MICR orders is filling the encod- 
ing requirements of more than 
9,000 banking offices operated by 
4,600 banks. Not too bad in a way, 
but nevertheless, this exposure to 
speed creates a slow burn inside 
because we aren’t moving fast 
enough. 


How about you? If you are con- 
vinced, as we are, that MICR is 
a sound, workable system, could 
you accelerate your plans to adopt 
it? If so, we are in position to 
provide the checks you need from 
eleven plants staffed with people 
who know their jobs. We are 
over the hump and looking for 
work. 
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BANKERS & BROKERS 


H. D. BOSTOCK N. S. KNIGHT 


Wells Fargo Bank American Trust 
Co., San Francisco: HAROLD D. BOS- 
TOCK, vice president at the San 
Francisco head office, has been elected 
to the additional position of corpor- 
ate secretary. 


First National Bank in St. Louis: 
NEWELL S. KNIGHT has joined the 
bank as vice president and will direct 
the newly created municipal bond 
department. Prior to joining First 
National, Mr. Knight retired from 
Mercantile Trust Company where he 
had been a staff member since 1944 
and vice president in the bond de- 
partment since 1950. 


Mercantile Trust Co., St. Louis: 
ROBERT BROOKINGS SMITH, vice presi- 
dent in the trust department, has 
been elected vice chairman of the 
board of directors. Before coming to 
the bank he was financial adviser to 
the Reconstruction Finance Corpo- 
ration during the liquidation of that 
Government agency. 


Bank of Montreal: Chairman of the 
Board of Henry Morgan and Co. 
Ltd., J. BARTLETT MORGAN, has been 
appointed a director. 


First National Bank of Hawaii, Hono- 
lulu: Heading up a number of recently 
announced staff promotions was that 
of ROBERT S. HYDE to vice president. 
He is in charge of the consumer loan 
department. 


J. B. MORGAN 
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R. S. HYDE 


Bank of Hawaii, Honolulu: In line 
with the bank’s policy of delegating 
management control, the following 
three branch managers have been 
made vice presidents: KENNETH J. 
PRATT, Pearl Harbor branch; FRANK 
J. MANAUT, Ala Moana branch; and 
H. VINCENT DANFORD, Waikiki branch. 


National Bank of Commerce, Nor- 
folk, Va.: The promotion of GRIFFIN 
B. DEAL to vice president and trust 
officer, and J. J. CRONIN to corporate 
trust officer has been made known. 


The Royal Bank of Canada, Mon- 
treal: Recently announced appoint- 
ments included those of T. H. CUM- 
MINGS as supervisor of securities de- 
partments, B. M. LAMONT as super- 
visor of banking arrangements, E. A. 
ROBSON as supervisor of foreign ex- 
change departments and J. W. GAN- 
ANN as assistant general manager, 
all with headquarters in Montreal. 
At the same time H. M. GRINDELL was 
made chief agent and J. F. SMITH and 
R. M. CATTELL agents at the New 
York office. 


Hess, Grant & Remington, Inc., 
Philadelphia: RICHARD M. MAHAR has 
been elected vice president in charge 
of research of this investment firm. 


The First Pennsylvania Bank and 
Trust Co., Philadelphia: The follow- 
ing seven officers were recently 
elected vice presidents: WILLIAM H. 
BARNDT, manager of the transporta- 
tion center office; WILLIAM F. BLAKE, 
bank operations; CHARLES W. BOOKS, 


personnel department; ROBERT C. 
DEMBERGH, branch office administra- 
tion department; JOHN A. EISEMAN 
and JOHN J. FAWLEY of the commer- 
cial department; and ROBERT L. 
SHERMAN of the bank operations de- 
partment. 


J. A. EISEMAN J. J. FAWLEY 


A. H. VON KLEMPERER J. E. McLEAN 


Morgan Guaranty Trust Co. of New 
York: ALFRED H. VON KLEMPERER has 
been reelected a vice president. He 
returns to the international banking 
division after nearly fourteen months’ 
service as assistant to the Secretary 
of the Treasury. 


Ladd Dinkins & Company, New Or- 
leans: JACK E. MCLEAN has become 
associated with this investment secu- 
rities firm and will serve as district 
manager of the North Louisiana area. 


Federal Reserve Bank of New York: 
The appointment of ANSON F. SHER- 
MAN, president of The Citizens Cen- 
tral Bank, Arcade, New York, as a 
director of the Buffalo branch, was 
recently made known. 


Investors Diversified Services, Inc., 
Minneapolis: Former United States 
Ambassador to Mexico ROBERT C. 
HILL has been elected a director. 


Mellon National Bank and Trust Co., 
Pittsburgh: Two newly elected direct- 
ors are FRANK L. MAGEE, chairman of 
the board and chief executive officer 
of Aluminum Company of America, 
and AIKEN W. FISHER, president of 
Fisher Scientific Company. Further 
announcements told of the election 
of WILLIAM H. LATIMER, JR. and 
RICHARD D. FLINN to vice president 
and trust officer, respectively. 


W. H LATIMER, JR. *~R. D. FLINN 
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Dallas Clearing House Association: 
Newly elected president is ROBERT H. 
STEWART III, president of First Na- 
tional Bank in Dallas. 


The National State Bank of Newark, 
N. J.: Formerly an assistant vice 
president, JAMES L. KILPATRICK, JR. 
has been advanced to vice president 
in the business development depart- 
ment. 


CORPORATION 
CHANGES 


CURTIS BARKES R. E. BRUNO 


United Air Lines, Chicago: Accord- 
ing to a recent announcement CURTIS 
BARKES, senior vice president-finance 
and property, has become executive 
vice president-finance and property; 
A. M. DEVOURSNEY has advanced from 
vice president and treasurer to execu- 
tive vice president-administration; 
and comptroller R. E. BRUNO takes 
over the position of vice president and 
treasurer. 


Hamilton Manufacturing Co., Two 
Rivers, Wis.: Newly appointed finan- 
cial vice president is J. H. DETWEILER 
who is filling the office left vacant a 
few years ago by the retirement of 
W. G. DICKSON. 


The Hard Manufacturing Co., Buf- 
falo, N. Y.: The appointment of wIL- 
LIAM W. KOHLER as treasurer of this 
manufacturer of hospital beds and 
institutional furniture was recently 
made known. 


J. H. DETWEILER W. W. KOHLER 
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J. P. BUCHAN 


H. F. STEPANEK 


Alpha Portland Cement Co., Easton, 
Pa.: Secretary-treasurer HAROLD F. 
STEPANEK has been elected to the 
board of directors. 


Bell & Howell, Chicago: Included in 
three recently announced executive 
promotions was that of JOHN P. 
BUCHAN to vice president. He will also 
continue as treasurer. 


The Meadow Brook National Bank, 
West Hempstead, N. Y.: Formerly a 
vice president of Bankers Trust Com- 
pany, JOSEPH R. MCLEES has joined 
Meadow Brook as an executive vice 
president. 


Western Pennsylvania National Bank, 
Pittsburgh: As a recently promoted 
assistant cashier, THOMAS E. WIL- 
SHIRE JR. heads a new systems group 
created to make plans for the bank’s 
future use of advanced electronic 
equipment. 


Chemical Bank New York Trust Co.: 
RICHARD E. NELSON and ROBERT SIMP- 
SON have been designated assistant 
vice presidents of the international 
division. 


Manufacturers National Bank of De- 
troit: Previously a vice president of 
the Union Investment Company, 
DONALD J. BUCHANAN has joined the 
bank’s commercial banking depart- 
ment. 


First Western Bank and Trust Co., 
San Francisco: DAVID J. FLYNN and 
EUGENE M. SHORTT have been ap- 
pointed vice president and assistant 
vice president, respectively. Mr. 
Flynn is in the main office trust de- 
partment and Mr. Shortt is in the 
administrative offices’ bond invest- 
ment department. 


Sun Oil Company, Philadelphia: 
Announcement has been made of the 
election of JOSEPH T. WILSON, JR. as a 
director and secretary-treasurer. He 
will be succeeded in his former re- 


sponsibilities as assistant secretary- 
treasurer by WILLIAM S. WOODS, Jr., 
previously manager of the treasury 
department’s financial and corporate 
stock division. 


Freeport Sulphur Company, New 
York, N. Y.: JEAN MAUZE, vice presi- 
dent of the United States Trust Com- 
pany of New York, has been elected 
a member of the board of directors, 


Brunswick Corp., Chicago: 
ARTHUR R. CAHILL, vice president- 
finance, has been elected a director, 
replacing EDWARD GUDEMAN who re- 
signed to become Under Secretary of 
Commerce. 


Lone Star Steel Company, Dallas, 
Tex.: President E. B. GERMANY has 
been elected chairman of the board, 
filling the post held by the late Fred 
F. Florence. JAMES W. ASTON, presi- 
dent of Republic National Bank, was 
elected a director. At the same time, 
MAX R. DODSON was advanced from 
vice president-controller to vice presi- 
dent, finance and controller. 


INSURANCE & FINANCE 
COMPANY CHANGES 


Associates Investment Company, 
South Bend, Ind.: Vice President of 
Whirlpool Corp. MASON SMITH, has 
been elected to the board of directors. 


Floyd H. Egan Co., Chicago: A new 
business specializing in commercial 
and industrial financing has been or- 
ganized by FLOYD H. EGAN, formerly 
senior vice president of the Central 
National Bank in Chicago. 


American Title Insurance Co., Miami 
Beach, Fla.: Formerly vice president 
in charge of the real estate and mort- 
gage department of Chase Manhat- 
tan Bank, JOHN J. SCULLY, has been 
named to the positions of senior vice 
president and chairman of the execu- 
tive committee. 


F. H. EGAN * J. J. SCULLY 
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Atlas Credit Corp., Jenkintown, Pa.: 
NORMAN S. GILBERT has been elected 
vice president and assistant to Presi- 
dent JACK L. WOLGIN. For a time Mr. 
Gilbert was active in the banking 
field as an official of the Bank of 
Manhattan Company. 


John Hancock Mutual Life Insurance 
Co., Boston: Included in the six offi- 
cers recently elected senior vice 
presidents was H. S. PAYSON ROWE, 
financial vice president, who will 
continue to head the over-all finan- 
cial operations of the company. 


Chubb & Son, Inc., N. Y.:°H. L. HOD- 
GETTS has been elected a vice presi- 
dent of Federal Insurance Co. He will 
head a new multiple policy depart- 
ment at the home office. 


Commercial Credit Company, Balti- 
more: The election of HAROLD ARM- 
STRONG SMITH, a partner in the law 
firm of Winston, Strawn, Smith and 
Patterson of Chicago, to the board of 
directors was recently announced. 


| BRIEFS | 


A New Customer Service 

Corporate customers of Milwaukee’s 
First Wisconsin National Bank are 
getting a new slant on things, thanks 
to the bank’s helicopter. The bank’s 
pilot, Bob Roth, along with an experi- 
enced aerial photographer, flies over 
plants and offices of the bank’s cus- 
tomers, taking photographs of their 
installations from a perspective few of 
them have seen before. The photo- 
graphs, 11 x 14, are printed on special 
paper, then mounted on 16 x 20 back- 
ing. 

Over seventy customers have “‘sat’’ 
for their portraits, and plans are to 
include more. Bank officers who have 
called on customers to present the 
photographs report they are enthu- 
siastically received, and are being dis- 
played in reception lobbies and execu- 
tive offices. Several customers have 
requested negatives so they can re- 
produce the aerial views in their an- 
nual reports and other printed ma- 
terial. 


ABA Completes Series on 
Preparedness Program 


The ABA’s Banking Committee on 
Emergency Operations has complet- 
ed the series of manuals designed to 
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New Directors for the Valley National 


‘Welcome Aboard!”’ 


With these words, Walter R. Bimson, board 


chairman of the Valley National Bank, Phoenix, welcomed newly elected 
Alf B. Claridge (right) and Earl L. Bimson (left) to the bank’s board of 


directors. 


Mr. Claridge is a prominent Safford area rancher-businessman, 


while Earl Bimson is vice president and comptroller of Arizona’s 67-office 


Valley Bank system. 


aid in keeping the banking system in 
operation in the event of nuclear at- 
tack or other large-scale disaster with 
the issuance of booklets’ Nos. 6 and 7 
which are respectively entitled ‘“Emer- 
gency Currency Distribution” and 
“Collection of Cash Items and Non- 
cash Items.” 


The five manuals previously issued 
dealt with pre-attack planning, while 
those just announced concern them- 
selves with ways and means of meet- 
ing the needs of post-attack condi- 
tions. A copy of each booklet in the 
series has been sent to the main office 
of every bank in the country. Addi- 
tional copies are available through 
Melvin C. Miller, secretary of the 
Committee, 200 Madison Avenue, 
New York 16, N. Y. 


Bankers Trust’s New Building 
' Scheduled for completion in late 
1962 is the new 30-story Bankers 
Trust Building, which will be built 
on the westerly Park Avenue block- 
front between 48th and 49th Streets 
over operating railroad tracks extend- 
ing to the various upper and lower 
level platforms in Grand Central 
Terminal. Underground foundation 
work is proceeding simultaneously 
with the razing of the old luxury 


apartment house on the site. 


The new building has been leased 
in its entirety by Bankers Trust for 
a major midtown office from David 
Rose & Associates, owner-builders, 
who leased the air rights over the 
tracks from the railroads. The bank 
will occupy sixty per cent of the space 
initially for a midtown executive 
office and sub-lease the remainder. 


Signature Look-up Systems 

NABAC, The Association for Bank 
Audit, Control and Operation, has 
just released to its more than 6,000 
member-banks, a manual which re- 
views possible solutions to the prob- 
lems facing bankers in their search for 
more suitable signature look-up sys- 
tems. The systems are classified into 
four categories: 1) transmission by 
closed-circuit television, 2) transmis- 
sion by facsimile scanning devices, 
3) reduction of signatures on micro- 
film, and 4) inscribing signatures in 
passbooks. Included is a discussion of 
the very newest approach, optically 
scrambled signatures. 

Copies are available to members and 
non-members at $2 and $4 each, re- 
spectively, from NABAC headquart- 
ers at 38 South Dearborn St., Chicago 
3, Ill. 
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CALENDAR OF EVENTS 


American Bankers Association 


Mar. 20-22—Installment Credit Conference: Conrad Hilton Hotel, Chicago 

Apr. 30—May 3—National Mortgage Conference: Shoreham Hotel, Washington, D. C. 
May 3-—5—Fourth Southern Trust Conference: Heidelberg Hotel, Jackson, Miss. 
May 29-—June 2—American Institute of Banking: Olympic Hotel, Seattle, Wash. 

July 12-14—Western Regional Trust Conference: Olympic Hotel, Seattle, Wash. 
Oct. 15-—18—87th Annual Convention: San Francisco 


State Associations 


Mar. 22-25—Florida: Americana Hotel, Bal Harbour 

Apr. 5-13—Maryland: Cruise on the S. S. Hanseatic 

Apr. 8—11—Lovisiana: Buena Vista Hotel, Biloxi, Miss. 

Apr. 13-14—Georgia: General Oglethorpe Hotel, Savannah 
Apr. 26-28—Alabama: Jefferson Davis Hotel, Montgomery 
May 4-5—Oklahoma: Mayo Hotel, Tulsa 

May 7-9—North Carolina: The Carolina, Pinehurst 

May 7-9—Texas: Sheraton Dallas and Statler Hilton Hotels, Dallas 
May 9-—10—Tennessee: Andrew Jackson Hotel, Nashville 

May 9-11—Ohio: Deshler-Hilton Hotel, Columbus 

May 11—Delaware: Hotel du Pont, Wilmington 

May  14-16—Missouri: Hotel Muehlebach, Kansas City 

May  15-16—Hilinois: Sheraton-Jefferson Hotel, St. Louis, Mo. 
May 17-19—New Jersey: Chalfonte-Haddon Hall, Atlantic City 
May  18—20—South Carolina: Francis Marion Hotel, Charleston 
May 18-20—Kansas: Wichita 

May 21-—23—California: Fairmont Hotel, San Francisco 

May 21-—24—Pennsylvania: Chalfonte-Haddon Hall, Atlantic City, N. J. 
May 22-24—Arkansas: Arlington Hotel, Hot Springs 

May 22-24—Mississippi: Buena Vista Hotel, Biloxi 

May 24-27—Massachusetts: The Equinox House, Manchester, Vt. 
May 25-27—South Dakota: Sheraton Johnson Hotel, Rapid City 
May 26-27—North Dakota: Gardner Hotel, Fargo 

June 6-7—NMinnesota: St. Paul Hotel, St. Paul 

June 7-8—Indiana: French Lick-Sheraton Hotel, French Lick 
June 7-11—D. C.: The Homestead, Hot Springs, Va. 

June 8-9—Connecticut: Equinox House, Manchester, Vt. 

June 8-10—New Mexico: La Fonda Hotel, Santa Fe 

June 8—11—WNevada: Sun Valley Lodge, Sun Valley, Idaho 
June 8—11—Utah: Sun Valley Lodge, Sun Valley, Ida. 

June 11—13—Ildaho: The Lodge, Sun Valley 

June 14—16—New York: Lake Placid Club, Lake Placid 

June 15-—17—Vermont: The Equinox House, Manchester 

June 15-—17—Virginia: The Homestead, Hot Springs 

June 15-—17—Wyoming: Jackson Lake Lodge, Moran 

June 16—-17—New Hampshire: Wentworth-by-the-Sea Hotel, Portsmouth 
June 18—20—Washington: Leopold Hotel, Bellingham 

June 19-21—Wisconsin: Hotel Schroeder, Milwaukee 

June 20-22—West Virginia: The Greenbrier, White Sulphur Springs 
June 22-24—Colorado: Hotel Colorado, Glenwood Springs 
June 22-—24—Michigan: Grand Hotel, Mackinac Island 

June 22-24—WMontana: Jackson Lake Lodge, Moran, Wyo. 

June §23-25—Maine: Poland Spring House, Poland Spring 

June 25-27—Oregon: Eugene Hotel, Eugene 


Other Associations 


Mar. 24-25—independent Bankers Association of the 12th Federal Reserve District, 
Fourth Bank Presidents’ Policy Seminar: Fairmount Hotel, San Francisco 

Apr. 7—FPRA Regional Meeting: Westward Ho Hotel, Phoenix, Ariz. 

Apr. 10—FPRA Regional Meeting: Kirkwood Hotel, Des Moines, Ia. 

Apr. 10—-12—NABAC Eastern Regional: Hotel Biltmore, Atlanta, Ga. 

Apr. 12—FPRA Regional Meeting: Skirvin Hotel, Oklahoma City 

Apr. 19-21—The Charge Account Bankers Assn.: Waldorf-Astoria, New York 

Apr. 21-—22—Assn. of Registered Bank Holding Companies: Chicago Club, Chicago 

Apr. 20-22—independent Bankers Assn.: Sheraton-Park Hotel, Washington, D. C. 

Apr. 29-May 3—National Federation of Financial Analysts Societies: Richmond, Va. 

May 1-—3—NABAC Northern Regional: Hotel Sheraton-Gibson, Cincinnati, Ohio 

May  15-17—NABAC Southern Regional: Hotel Mayo, Tulsa, Okla. 

May 31-June 3—American Safe Deposit Assn., Edgewater Beach Hotel, Chicago 

June 5-7—NABAC Western Regional: The Jack Tar Hotel, San Francisco, Calif. 


Schools 


June 4-—17—School of Banking of the South: Louisiana State University, Baton Rouge 

July 9-22—FPRA School: Chicago Campus of Northwestern University 

July 12-24—Stonier Graduate School of Banking, Rutgers University, New Brunswick, 
N. J. 

July 16-29—Southwestern Graduate School of Banking: So. Meth. U. in Dallas 

July 30-Aug. 12—NABAC School for Bank Auditors and Comptrollers: University of 
Wisconsin, Madison 

Aug. 6-—18—School of Consumer Banking: University of Virginia, Charlottesville 

Aug. 7-25—National Trust School: Evanston Campus of Northwestern University 


Hetzler ABA PR Chairman 


ABA President Carl A. Bimson has 
announced the appointment of Ed- 
ward T. Hetzler, vice president of 
Bankers Trust Company, New York, 
as chairman of the association’s Pub- 
lic Relations Committee. Mr. Hetzler 
will fill the unexpired portion of the 
chairmanship term of William E. Sin- 
gletary, who resigned the office coin- 
cident with his resignation last month 
from a vice presidency of Wachovia 
Bank and Trust Company, Winston- 
Salem, N. C., to establish his own 
public relations firm. 


Mr. Hetzler is a former president of 
the Financial Public Relations Asso- 
ciation and presently a member of its 
senior council. He is serving his third 
one-year term as a member of the 
ABA’s Public Relations Committee, 
and by virtue of his chairmanship of 
that committee he will serve also as 
ex officio member of the association’s 
Executive Council and Centennial 
Commission. 


Educational “Package’”’ Plan 

The Prudential Insurance Com- 
pany, in cooperation with 45 major 
American banks, has developed a new 
insurance-bank loan ‘“‘package’’ plan 
to help finance a college education for 
children now in the 8th to 10th grades. 
By using this plan, parents can spread 
the cost of a college education over 8 
to 12 years. 


The first two years of college are 
covered by insurance endowment pay- 
ments. If more funds are needed for 
the last two years, the parent can 
take advantage of the bank-loan part 
of the package. The participating 
banks commit themselves at the time 
the policy is taken out to make per- 
sonal loans to the parent at prevailing 
interest rates. 

In most states, the plan provides 
$2,000 to $12,000 for financing a col- 
lege education for one child, and the 
parent will have 3 years from the date 
of the child’s college graduation in 
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which to repay the loans. In New 
York and New Jersey he will have 19 
months. The maximum amount of 
insurance available to each family is 
$18,000. 


Banks Support National 
4-H Club Foundation 


The 4-H Foundation’s annual re- 
port, just released, reveals that a 
total of 2,086 banks in 29 states con- 
tributed to the “Service to Youth.” 
programs of the National 4-H Club 
Foundation during 1960. Jesse W. 
Tapp, Board Chairman of the Bank of 
America, Los Angeles, California, took 
the leadership in developing the 1960 
fund-raising project. The banking 


fraternity’s is one of six agribusiness 
drives conducted for the Foundation 
by the National 4~H Sponsor’s Coun- 


STATISTICAL MEASURES OF CORPO- 
RATE BOND FINANCING SINCE 1900. 
By W. Braddock Hickman, senior 
vice president of the Federal Reserve 
Bank of Cleveland. 582 pages. $9.00 
Princeton University Press, Prince- 
ton, N. J. Third and final report on 
the National Bureau of Economic 
Research’s corporate bond research 
project. 


REFLECTIONS OF A TRUSTMAN. 
By Gilbert T. Stephenson. 297 pages. 
$7.50. Department of Printing, The 
American Bankers Association, 12 
East 36 St., New York 16. Com- 
pilation of articles that appeared 
over a period of years in ‘“‘The Trust 
Bulletin.” 


INVESTMENT PORTFOLIO MANAGE- 
MENT IN THE COMMERCIAL BANK. 
By Roger A. Lyon, assistant vice 
president of The Chase Manhattan 
Bank. 210 pages. $4.50. Rutgers 
University Press, 30 College Ave., 
New Brunswick, N. J. Outlines the 
development of a flexible investment 
policy within the confines of a flex- 
ible bond market. 


THE FEDERAL RESERVE DISCOUNT WIN- 
DOW. By George W. McKinney, 
formerly of the Federal Reserve Bank 
of Richmond. 157 pages. $4.50. 
Rutgers University Press, 30 College 
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NEW BOOKS, 


cil, a group of business leaders in- 
terested in young people. 


C&S Leaves ‘Country Store”’ 


The Citizens & Southern Bank of 
Atlanta’s Peachtree-Baker Office has 
moved from its temporary ‘‘Country 
Store” location to the new 23-story 
270 Peachtree Building. The new 
ground floor location, glass enclosed or 
two sides and containing more than 
7,000 square feet of. floor space, pro- 
vides quite a contrast to the former 
full-fledged ‘‘country store’ bank, 
complete with pot-bellied stove, crack- 
er barrel and Keystone Cop, which 
provided a flashback to the Gay 90’s 
while the 270 Peachtree Building was 
under construction. Vice President 
John F. Ingram, Jr. is in charge of the 
office. 
















ANALYSES 










Ave., New Brunswick, N. J. Reviews 
the use of the discount window by 
Federal Reserve member banks, with 
special reference to discount admin- 
istration in the Fifth District. 


A STRATEGY OF DAILY STOCK MARKET 
TIMING FOR MAXIMUM _ PROFIT. 
By Joseph E. Granville, of E. F. 
Hutton & Co. 289 pages. $12.50. 
Prentice-Hall, Inc., Englewood Cliffs, 
N. J. System that stresses the 
technical indicators rather than funda- 
mentals. 


CREDIT MANUAL OF COMMERCIAL 
LAWS. 1961 Edition. 800 pages. 
$12.50. National Association of Cred- 
it Management, 44 East 28rd St., 
New York 10. Brings business legal 
picture in 50 states up to date for the 
credit and financial executive; con- 
tains summary of new laws and 
changes enacted in the 23 states 
whose legislatures met during the 
past year, and six new amendments 
to the Federal Bankruptcy Act; also 
includes a study of lease financing. 


TAXES FOR THE SCHOOLS. By Roger 
A. Freeman. 441 pages. $5.00. The 
Institute for Social Science Research, 
Continental Bldg., Washington 5, 
D. C. The problem of financing school 
needs; study of national and local 
tax structures. 
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BANKING & INVESTMENT FIGURES 


Recent Month 6 Mos. Year 2 Yrs. 
WKLY. REP. MEM. BKS. (Sel. assets in billions) Level Earlier Earlier Earlier Earlier 


Total loans and investments. . $110.4 $108.9 $105.7 $102.8 N.A. 


Commercial and industrial loans 31.1 30.9 30.2 N.A. 
Loans for purchasing or carrying securities. . 5; Sua au act N.A, 
Loans to sales and personal finance companies... 1... eee eeeeeceevecs : 3.6 4.2 3.8 N.A, 
ere MINNIE. = Cas ci/6)'0 Lo fos “a5 6.65-5241-0101-6-01,0)101 410181456) oaei0 we ieiorey eS aii a iwia is teers 123 12.6 12.6 N.A. 
Other loans (mostly consumer)... .. 15.3 15.2 14.5 N.A. 
er GRRE OR TEU ono 6c 101.5 1s 9'u ahs: asa ie bigiai@udroreisiove bhbLo S3.s;eoeieid 30.6 27.1 25:5 N.A. 
Other securities. .... 10.2 9.5 9.6 N.A. 


ALL MEMBER BANKS (in millions) 


Excess reserves (estimated) 477 639 441 418 
Borrowings at Federal Reserve Banks 66 273 793 529 
Free reserves or net borrowed reserves (—) 411 366 —352 11] 


Month Year — 1960-61 — 
RATES & U. S. GOVT. SECURITY YIELDS (FRB) Earlier Earlier High low 


Federal Reserve discount rate (New York).. 3.00 4.00 4.00 3.00 
Prine GE ORIG sc cisicicacccsceesces Piatalch che rokars yetuuesa\e a eieieieiarsaveransiers eniane 4.50 5.00 5.00 4.50 


3-month bills, auction average... 2.23 4.17 4.60 2.13 
6-month bills, auction average..... (ieee eeekeduadadbandadhimes 2.42 4.40 5.10 2.33 
I noone 066 00064 00c6 sc dncrnccateccecenanes 2.18 4.14 4.68 2.05 
ic ccs Skee eb sdeseecdsesedadesscdccceaces 2.42 4.34 §.1$ 2.35 
9-12 month bills... ... 2.63 4.39 5.21 2.49 
Other issues due in 9-12 months 2.63 4.63 5.16 2.56 
Issues due in 3-5 years.......... ilk RSA aa ike ihn ema maces 3.56 4.70 5.01 3.34 
Bonds due or callable in 10 years or more 3.88 4.22 4.44 3.74 


COMMON STOCK PRICES (Selected SEC indexes) 
Composite of 300 stocks on the NYSE (1957—59—-100) 


Agricultural machinery....... 

RN eco cacctesaibarecdns 15/516 /0i0 14a aie ale (0 atanls ibis a we Sieiele ee aie wid.s 
Building materials, cement and glass... 1. .sceeeece cece cece ccereeees 
i ae i baa besekeend ees hakiwaneeacans 
Drugs..... 

CREE GOMOD. «os ccciccccccccccccecscccccccceccscoccoseceees 
Foods and beverages... . 

ss ct cee hag edebbedtbhbhenekedeudss¥ewndeebass 
Office machines 

Paper and Gilled products. ... . . 006. ccc ccccccccccccccccccccccses 
Petroleum refining 

Radio, TV and communication equipment mfg... .. 2.2 cece reece reece 
Railroads 

Rate WAGE... so oicccccee 

Rubber 

Steel and iron.......... 

INT A1G 25a. «ora aveisig/a a sieia/h ie slais 6 6ieis(s ajevmiatercisicisislossin@ oi sieo0\e 5 6sisieo 
Utilities 


BANK STOCK PRICES (Merrill Lynch indexes) 


Composite (Octeher TH4T—TOG). . oo. cccccccccceccccvccccccccccs 3926 3685 412.1 352.4 


New York City banks...... 336.2 318.2 360.4 300.5 
ee OUT UIE a. 65 cscs blbaieisieea-s 210.0400 GME pe aaies we Cae pamaieate 420.8 393.6 438.0 375.3 
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the POST-TRONIC* 
machine report to 
BANKERS... 


Confirmed reports to January 31, 1961 
show 6,526 POST-TRONIC* machines 
now in use in 1,388 banks in the 
United States, Puerto Rico and Canada. 


Over 13,000 conventional machines 
have been replaced by the electronically 
controlled POST-TRONIC machine. 


One of every three checking accounts 
in America is posted by a 
National POST-TRONIC machine. 


and now WORLD-WIDE ORDERS for 
more than 500 POST-TRONIC machines 
have been received from bankers 

in Europe, South America, Africa, 

Asia and Australasia...an 

expression of CONFIDENCE by bankers 
and financiers throughout ‘the World! 


Call your nearby National representative NOW! 
He has reserved a copy of National’s brochure, 
“Bank Economation,” for you. This call could be 
the most advantageous one you make TODAY! 


Dynamic Houston, metropolis and financial center 
of the South... 


seventh largest city in the nation 
our nation’s second largest seaport in total tonnage moved 


abounds in vast production of petroleum refineries, petrochem- 
icals, organic and inorganic chemical products, rice, cotton, 
cattle and diversified industry 


rapidly being recognized as one of the nation’s most important 
financial and business centers. 


Among the 62 banks in Harris County (Houston is County Seat), 

27 use National machines for bank accounting operations. And 
among .these, the following banks use the National POST-TRONIC*... 
the electronically controlled posting machine for banks! 

Number of 


Conventional 
machines replaced 


Number of 
POST-TRONIC* 
machines used 


NAME OF BANK 


American Bank & Trust Company, Houston......... 2 


Bank of the Southwest National 
Association, Houston 


ENE GE I, PO 5 0k ok 5005055045046 20s ee 2 


Citizens State Bank, Houston.................... 6 
Citizens National Bank & Trust Company, Baytown. ..4 
Humble State Bank, Humble 1 
Houston Bank & Trust Company, Houston.......... 
The Industrial State Bank of Houston............. 
Lockwood National Bank of Houston............... 
Merchants State Bank, Houston.................. 
Montrose National Bank of Houston............... 
First Pasadena State Bank, Pasadena.............. 
River Oaks State Bank, Houston.................. 


**The first bank in the State of Texas to install 
POST-TRONIC machine —a new bank at that time. 


*Installed POST-TRONIC machine after change in 
charter to a State Bank. 


* TRADEMARK REG. U.S. PAT. OFF. 
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ELECTRONIC DATA PROCESSING 
ADDING MACHINES+CASH REGISTERS 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 


ACCOUNTING MACHINES+NCR PAPER 
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A New High 


1 Chase Manhattan Plaza at Sunris 


for Our Correspondent Banks 


Yes, your new address in New York is the tallest bank building in the 
World—1 Chase Manhattan Plaza. We’ve begun moving into a com- 
pletely coordinated operation in one building with the very latest com- 
munications and processing equipment, and a fine staff dedicated to 
“greater usefulness” for Chase Manhattan’s banking friends at home 
and abroad. 


All this means a new high in. correspondent banking service from. 


Chase Manhattan’s sixty-four-story headquarters in the heart of New 
York’s financial district. 

Much of the ‘‘growing space” the new building provides will be devoted 
to getting things done more quickly and efficiently for almost 4000 
correspondent banks in the United States . . . about half of all banks 
with a New York correspondent. 


Why don’t you make 1 Chase Manhattan Plaza your address in 
New York? 


THE Ey 
CHASE 
MANHATTA 
BANK 


1 Chase Manhattan Plaza 
New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 











